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REGUUTIONS  RELATING  TO  THE  GIFT  TAX  UNDER  TITLE 
III  OF  THE  REVENUE  ACT  OF  1932,  AS  AMENDED  AND 
SUPPLEMENTED  BY  THE  REVENUE  ACTS  OF  1934  AND  1935 


TITLE  ra— GIFT  TAX 

(Except  as  otherwise  specified,  all  section  references  are  to  the  Revenue  Act  of  1932) 

SECTION  501.  IMPOSITION  OF  TAX. 

(a)  For  the  calendar  year  1932  and  each  calendar  year  thereafter 
a  tax,  computed  as  provided  in  section  502,  shall  be  imposed  upon  the 
transfer  during  such  calendar  year  by  any  individual,  resident  or  non- 
resident, of  property  by  gift. 

(b)  The  tax  shall  apply  whether  the  transfer  is  in  trust  or  otherwise, 
whether  the  gift  is  direct  or  indirect,  and  whether  the  property  is  real  or 
personal,  tangible  or  intangible;  but,  in  the  case  of  a  nonresident  not  a 
citizen  of  the  United  States,  shall  apply  to  a  transfer  only  if  the  property 
is  situated  within  the  United  States.  The  tax  shall  not  apply  to  a 
transfer  made  on  or  before  the  date  of  the  enactment  of  this  Act. 

(c)  The  tax  shall  not  apply  to  a  transfer  of  property  in  trust  where 
the  power  to  revest  in  the  donor  title  to  such  property  is  vested  in  the 
donor,  either  alone  or  in  conjunction  with  any  person  not  having  a  sub- 
stantial adverse  interest  in  the  disposition  of  such  property  or  the  income 
therefrom,  but  the  relinquishment  or  termination  of  such  power  (other 
than  by  the  donor's  death)  shall  be  considered  to  be  a  transfer  by  the 
donor  by  gift  of  the  property  subject  to  such  power,  and  any  payment  of 
the  income  therefrom  to  a  beneficiary  other  than  the  donor  shall  be  con- 
sidered to  be  a  transfer  by  the  donor  of  such  income  by  gift. 

SEC.    511,   REVENUE   ACT    OF    1934.     GIFTS    OF    PROPERTY 
SUBJECT  TO  POWER. 
Subsection  (c)  of  section  501  of  the  Revenue  Act  of  1932  (relating  to 
the  inapplicability  of  gift  tax  in  the  case  of  the  transfer  of  property  in 
trust  subject  to  the  power  of  the  donor  to  revest  title  in  himself)  is 
repealed. 

Article  1.  Imposition  of  tax. — The  statute  imposes  no  tax  upon 
property,  but  subjects  to  tax  transfers  of  property  by  gift.  The  tax 
is  not  limited  in  its  imposition  to  transfers  of  property  without  a 
valuable  consideration,  which  at  common  law  are  treated  as  gifts,  but 
extends  to  sales  and  exchanges  for  less  than  an  adequate  and  full 
consideration  in  money  or  money's  worth.  (See  article  8.)  The 
statute  taxes  all  such  transfers  of  property  made  during  the  calendar 
year  1932  (after  June  6,  1932,  the  date  of  the  enactment  of  the  Reve- 
nue Act  of  1932)  and  each  calendar  year  thereafter  (other  than  gifts 
specified  in  subsection  (b)  of  section  504)  to  the  extent  that  they 

(1) 


are  donative  in  character  and  exceed  the  deductions  authorized  by 
section  505,  as  amended.  The  tax  apphes  to  all  individuals,  whether 
resident  or  nonresident  of  the  United  States,  but,  in  the  case  of  a 
nonresident  aien,  the  tax  appHes  only  to  transfers  of  property  situated 
withm  the  United  States.  For  the  definition  of  "resident"  and 
ardSs   '^^  ^'^'''^^  ^'    ^'^^  ^^^^^e^ce  to  the  situs  of  property,  see 

Art.  2    Transfers  reached.-The  statute  imposes  a  tax  whether 
the  transfer  IS  m  trust  or  otherwise,  whether  the  gift  is  direct  or 
mdirect    and  whether  the  property  is  real  or  personal,  tangible  or 
intangible.    Thus,  for  example,  a  taxable  transfer  may  be  effected  by 
the  declaration  of  a  trust,  the  forgiving  of  a  debt,  the  assignment  of 
a  judgment,  the  assignment  of  the  benefits  of  a  contract  of  insurance 
or  the  transfer  of  cash,  certificates  of  deposit,  or  Federal,  State,  or 
municipal  bonds.    Various  statutory  provisions,  which  exempt  bonds, 
notes,  bills  and  certificates  of  indebtedness  of  the  Federal  Government 
or  Its  agencies  and  the  interest  thereon  from  taxation,  are  not  appli- 
cable to  the  gift  tax  since  this  tax  is  an  excise  tax  on  the  transfer  and  is 
not  a  tax  on  the  subject  of  the  gift.    A  gift  of  a  bond,  note,  or  certifi- 
cate  of  indebtedness  issued  by  the  Federal  Government,  if  made  by  a 
nonresident  ahen,  not  engaged  in  business  in  the  United  States,  is  not 
subject  to  the  tax.    Inasmuch  as  the  tax  also  appHes  to  gifts  indirectly 
made,  all  transactions  whereby  property  or  property  rights  or  inter- 
ests are  donatively  passed  or  conferred  upon  another,  regardless  of  the 
means  or  device  employed,  constitute  gifts  subject  to  tax.    In  the 
foHowmg  examples  of  transactions  resulting  in  taxable  gifts,  it  will  be 
understood  that  the  transactions  occurred  after  the  date  of  the  enact- 
ment of  the  statute  (June  6,  1932),  and  were  not  for  an  adequate  and 
lull  consideration  in  money  or  money's  worth: 

(1)  Transfer  of  property  by  a  corporation  to  B  is  a  gift  to  the  latter 
from  the  stockholders  of  the  corporation.  If  B  himself  is  a  stock- 
holder, the  transfer,  not  being  a  distribution  from  earnings  or  m 
liquidation  to  which  B  is  entitled  as  a  stockholder,  is  a  gift  to  him 
from  the  other  stockholders.  ^      tu  mm 

,u  ^\r^^  .transfer  of  property  to  B  where  there  is  imposed  upon  B 
tne  obligation  of  paymg  a  commensurate  annuity  to  C  is  a  gift  to  C 

(3)  The  payment  of  money  or  the  transfer  of  property  to  B  in 
consideration  whereof  B  is  to  render  a  service  to  C,  is  a  gift  to  C 
or  both  to  B  and  C,  depending  on  whether  the  service  to  be  rendered 
by  B  to  C  IS  or  is  not  an  adequate  and  fuU  consideration  in  money  or 
money  s  worth  for  that  which  is  received  by  B. 

(4)  If  A  creates  a  jomt  bank  account  for  himself  and  B,  there  is  a 
gift  to  B  when  B  draws  upon  the  account  for  his  own  benefit,  to  the 
extent  of  the  amount  drawn. 


(5)  If  the  insured  assigns  a  Ufe  insurance  policy,  or  designates  a 
beneficiary  in  such  a  policy,  but  does  not  retain  what  amounts  to  a 
power  of  revocation  (as,  for  example,  the  right  to  surrender  or  cancel 
the  policy,  the  right  to  obtain  a  loan  against  the  policy  or  its  surrender 
value,  or  a  right  to  change  the  beneficiary  or  assignee,  if  by  the  exercise 
of  such  latter  right  the  proceeds  of  the  policy  might  be  made  payable 
to  the  insured,  his  estate,  or  otherwise  for  his  benefit),  such  assignment 
or  designation  constitutes  a  gift,  even  though  the  right  of  the  assignee 
or  beneficiary  to  receive  the  proceeds  is  conditioned  upon  his  surviv- 
ing the  insured.  For  the  valuation  of  policies  of  life  insurance,  see 
subdivision  (9)  of  article  19. 

(6)  If  there  is  an  irrevocable  gift  of  a  policy  of  life  insurance  and 
the  insured  thereafter  pays  premiums  thereon,  each  premium  payment 
is  a  gift  in  the  amount  thereof. 

(7)  If  a  husband  with  his  own  funds  purchases  property  and  has 
the  title  thereto  conveyed  to  himself  and  wife  as  tenants  by  the  entire- 
ty, and  under  the  law  of  the  jurisdiction  governing  the  rights  of  the 
tenants  there  is  no  right  of  severance  by  which  either  of  the  tenants, 
acting  alone,  can  defeat  the  right  of  the  survivor  to  the  whole  of  the 
property,  there  is  a  gift  to  the  wife  in  an  amount  to  be  determined 
by  adding  to  the  value  of  her  right,  if  any,  under  the  law  of  such 
jurisdiction  to  a  share  of  the  income  or  other  enjoyment  of  the 
property  during  the  joint  lives  of  herself  and  husband,  the  value  of 
her  right  to  the  whole  of  the  property  should  she  survive  him,  the 
value  of  each  of  such  rights  to  be  determined  in  accordance  with  the 
Actuaries'  or  Combined  Experience  Table  of  Mortality,  as  extended. 
(See  article  19,  subdivision  (8).) 

(8)  If  A  with  his  own  funds  purchases  property  and  has  the  title 
thereto  conveyed  to  himself  and  B  as  joint  tenants,  with  rights  of 
survivorship,  but  which  rights  may  be  defeated  by  either  party 
severing  his  interest,  there  is  a  gift  to  B  in  the  amount  of  one-half  the 
value  of  such  property. 

Art.  3.  Cessation  of  donor's  dominion  and  control. — The  tax  is 
not  imposed  upon  the  receipt  of  the  property  by  the  donee,  nor  is  it 
necessarily  determined  by  the  measure  of  enrichment  resulting  to  the 
donee  from  the  transfer,  nor  is  it  conditioned  upon  ability  to  identify 
the  donee  at  the  time  of  the  transfer.  On  the  contrary,  the  tax  is 
a  primary  and  personal  liability  of  the  donor,  is  an  excise  upon  his 
act  of  making  the  transfer,  is  measured  by  the  value  of  the  property 
passing  from  the  donor,  and  attaches  regardless  of  the  fact  that  the 
identity  of  the  donee  may  not  then  be  known  or  ascertainable. 

As  to  any  property,  or  part  thereof  or  interest  therein,  of  which 
the  donor  has  so  parted  with  dominion  and  control  as  to  leave  in  him 
no  power  to  cause  the  beneficial  title  to  \>e  revested  in  himself,  the 
gift  is  complete.    But  a  transfer   (in  trust  or  otherwise),  though 


pa  smg  both  legal  and  beneficial  title,  is  stiU  in  essence  merely  fonnal 

o   the  beneficial  title  m  himself,  and  the  gift,  from  the  standpoint  of 
doni  TnT'""'  '"/*««Pl^'«  during  the  existence  of  the  power     A 

the  beneficial  title  to  the  property  transferred  if  he  has  such  poS 
con  uncjon  with  any  person  not  having  a  substantial  adveiTnlerst 

TJt  «  ''°",  °  "^  '^'  P''"P^'-*y  "^  the  income  therefrom! 
tru  tee,  as  such  is  not  a  person  having  a  substantial  adverse  bteresi 
in  the  disposition  of  the  trust  property  or  the  income  there  rom 
The  rehnquishment  or  termination  of  the  power  occurriL  nth!J^^" 
than  by  the  death  of  the  donor  (the  statuteEjconfin^  tra^^^^^^^ 
by  living  donors),  is  regarded  as  the  event  which  compJe  es  thetft 
and  causes  the  tax  to  apply..    The  receipt  of  income  or  of  other 

ZZT    f  .f'  *r^''"^'  P'-'P^^'y  by  the  transferee  o?b;t 
beneficiaiy  (other  than  by  the  donor  himself)  during  the  inS 

or  tTrLVatiroUhe'''  '''  '"™'^'  ''''^'''  ^°^  ''^  rll^n^ZZ 
or  lermmation  of  the  power  operates  to  free  such  income  or  ntho, 

TZZt'  T-''^  '''""'^  P°"*'  '^  ^«--«  it  himself  and  constitutes 

If  the  donor  contends  that  a  power  retained  by  him  constitute, 
beneficial  dominion  and  control,  and  that  by  reaso^theS  th' 
transfer  is  not  m  substance  a  gift,  the  transaction  sha!  be  dTc  osed 

suTmiUed     "    ""^"'  '"  ""^^^  ^'^  ^^^^^^^^  --  -^^^  "  b: 

he  property  is  situated  within  the  United  Ke^    (See^S^^^^^^^^^^^ 
If  the  donor  is  a  citizen  of  the  United  States,  whether  a  resS  or  i 
nonresident  thereof,  or  is  a  resident  of  the  United  StaLswhl^  ^ 
a  citizen  thereof  or  an  alien,  the  tax  applies,  regS^^^^^^ 
property,  whether  real  or  personal,  is  situated  ''  *^' 

A  person  born  or  naturalized  in  the  United  States  rinrln^ir.^   •.• 
and  residents  of  possessions  of  the  United  stt^^^^^^^ 
citizens  of  the  United  States  by  treaty  or  A  of  nir^  ^^^^  ^^een  made 
his  allegiance  to  and  is  entitled'tothe^ '^^^^^^^^^^^^ 
IS  a  cu.zen  thereof     When  any  naturalized  citizen  has  M^^^^^^^ 
States  and  resided  for  two  years  in  the  foreign  countiy  from  whiSe 

gift  subject  to  the  tax  Imposed  by  the  gift  tax  title  onheRfvenuri^^^^  ^^«  ''"^'^  » 


came  or  five  years  in  any  other  foreign  county,  it  is  presumed  that  he 
has  ceased  to  be  a  citizen  of  the  United  States.  A  person  bom  in  the 
United  States  of  either  citizen  or  alien  parents  and  who  resided  in  a 
foreign  country  for  a  number  of  years  would  still  be  a  citizen  of  the 
United  States  unless  he  had  become  naturalized  in  or  taken  an  oath  of 
allegiance  to  the  foreign  country  of  residence  or  some  other  foreign 
state.  A  person  who  has  filed  his  declaration  of  intention  of  becom- 
ing a  citizen  of  the  United  States  but  who  has  not  yet  received  his 
final  citizenship  papers  is  an  alien. 

A  resident  is  one  who  has  his  domicile  in  the  United  States  (includ- 
ing only  the  States,  the  Territories  of  Alaska  and  Hawaii,  and  the 
District  of  Columbia)  at  the  time  of  the  gift.  (See  sectioa  1111 
(a) (10).)  All  others  are  nonresidents.  A  person  acquires  a  domicile 
in  a  place  by  living  there  for  even  a  brief  period  of  time  with  no 
definite  present  intention  of  moving  therefrom.  Residence  without 
the  requisite  intention  to  remain  indefinitely  will  not  suffice  to  con- 
stitute domicile,  nor  will  intention  to  change  domicile  effect  such 
change  unless  accompanied  by  an  actual  removal. 

SEC.  502.  COMPUTATION  OF  TAX. 

The  tax  for  each  calendar  year  shall  be  an  amount  equal  to  the 

excess  of — 

(1)  a  tax,  computed  in  accordance  with  the  Rate  Schedule  here- 
inafter set  forth,  on  the  aggregate  sum  of  the  net  gifts  for  such 
calendar  year  and  for  each  of  the  preceding  calendar  years,  over 

(2)  a  tax,  computed  in  accordance  with  the  Rate  Schedule,  on 
the  aggregate  sum  of  the  net  gifts  for  each  of  the  preceding  calendar 
years. 

Gift  Tax  Rate  Schedule 

Upon  net  gifts  not  in  excess  of  $10,000,  three-fourths  of  1  per  centum. 

$75  upon  net  gifts  of  $10,000;  and  upon  net  gifts  in  excess  of  $10,000 
and  not  in  excess  of  $20,000, 1}4  per  centum  in  addition  of  such  excess. 

$225  upon  net  gifts  of  $20,000;  and  upon  net  gifts  in  excess  of  $20,000 
and  not  in  excess  of  $30,000,  2)4  per  centum  in  addition  of  such  excess. 

$450  upon  net  gifts  of  $30,000;  and  upon  net  gifts  in  excess  of  $30,000 
and  not  in  excess  of  $40,000,  3  per  centum  in  addition  of  such  excess. 

$750  upon  net  gifts  of  $40,000;  and  upon  net  gifts  in  excess  of  $40,000 
and  not  in  excess  of  $50,000,  3^  per  centum  in  addition  of  such  excess. 

$1,125  upon  net  gifts  of  $50,000;  and  upon  net  gifts  in  excess  of 
$50,000  and  not  in  excess  of  $100,000,  5  per  centum  in  addition  of 
such  excess. 

$3,625  upon  net  gifts  of  $100,000;  and  upon  net  gifts  in  excess  of 
$100,000  and  not  in  excess  of  $200,000,  6>4  per  centum  in  addition  of 
such  excess. 

$10,125  upon  net  gifts  of  $200,000;  and  upon  net  gifts  in  excess  of 
$200,000  and  not  in  excess  of  $400,000,  8  per  centum  in  addition  of 
such  excess. 

$26,125  upon  net  gifts  of  $400,000;  and  upon  net  gifts  in  excess  of 
$400,000  and  not  in  excess  of  $600,000,  9%  per  centum  in  addition  of 
such  excess. 


6 

Sfion  n.^^  T°  T"*  *'"'  °^  *^'"''*""'=  ''"'^  "P°°  "«'  «'"'  i^'  excess  of 
$600,000  and  not  in  excess  of  $800,000,  11  per  centum  in  addition  of 

such  excess. 

«8^nnf»T","'*  ^"'  °'  *^°'''"'^=  *"<*  "P°"  "«t  8'««  i°  ^'"'ess  of 
S8(W,000  and  not  in  excess  of  $1,000,000,  12>^  per  centum  in  addition  of 
oucn  excess. 

s/rnnnn"T  °!*^'"'  °'  $1,000,000;  and  upon  net  gifts  in  excess  of 
$1,000,000  and  not  in  excess  of  $1,500,000,  14  per  centum  in  addition  of 
such  excess. 

$1^.^000^  Z^""  ?*  ^^^"  '^  $1,500,000;  and  upon  net  gifts  in  excess  of 
$l,oOO  000  and  not  m  excess  of  $2,000,000,  15M  per  centum  in  addition 
of  such  excess. 

Jmnann  "T  7*  ^'^*'  ^^  $2,000,000;  and  upon  net  gifts  in  excess  of 
$2,000  000  and  not  m  excess  of  $2,500,000,  17  per  centum  in  addition 
of  such  excess.  v^^fiuu 

off2'5'oo'oooTH  """l^^^"  '^  $2,500,000;  and  upon  net  gifts  in  excess 
of  $2,500,000  and  not  m  excess  of  $3,000,000,  18^  per  centum  in  addition 
of  such  excess. 

of  So'nnnrH  "1  ?'"'  °'  $3  000,000;  and  upon  net  gifts  in  excess 
of  $3,000,000  and  not  in  excess  of  $3,500,000,  20  per  centum  in  addition 
of  such  excess. 

of^^f.OOonT'T*  f  ^'  '^  $3,500,000;  and  upon  net  gifts  in  excess 
of  $3,500,000  and  not  m  excess  of  $4,000,000,  2VA  per  centum  in 
addition  of  such  excess. 

$4  nnS  "  H™  T*  *'"'  °'  $4,000,000;  and  upon  net  gifts  in  excess  of 
$4,000,000  and  not  in  excess  of  $4,500,000,  23  per  centum  in  addition  of 
such  excess. 

J^'^^  "T  ?*  ®'"'  °'  $4,500,000;  and  upon  net  gifts  in  excess  of 
$4,500,000  and  not  in  excess  of  $5,000,000,  24)^  per  centum  in  addition 
Of  such  excess. 

of  S'onr''"^  "1  ?'^*'  ""^  $5,000,000;  and  upon  net  gifts  in  excess 
of  $5,000,000  and  not  in  excess  of  $6,000,000,  26  per  centum  in  addition 
of  such  excess.  ^^fiuu 

of  $6nonnnn"T  "!*-^"'  °'  $6,000,000;  and  upon  net  gifts  in  excess 
of  $6,000,000  and  not  m  excess  of  $7,000,000,  27H  per  centum  in  addi- 
tion  of  such  excess. 

of  ^S7  mo  00^0^''''!^  ""1  ^^^"  '^  $7,000,000;  and  upon  net  gifts  in  excess 
of  $7,000,000  and  not  in  excess  of  $8,000,000,  29  per  centum  in  addi- 
tion of  such  excess. 

of  S8  oonlfnn''^T  "f-^'^^'  '^  $8,000,000;  and  upon  net  gifts  in  excess 
of  $8,000,000  and  not  in  excess  of  $9,000,000,  30^  per  centum  in  addi- 
tion  of  such  excess. 

of  $9  000  onn"T  ''"!-^^^"  ""^  $9,000,000;  and  upon  net  gifts  in  excess 
of  $9,000,000  and  not  in  excess  of  $10,000,000,  32  per  centum  in  addi- 
tion of  such  excess. 

of  $10^Joo  OOO^^.Tu'"'*  ^''l  "^  $10,000,000;  and  upon  net  gifts  in  excess 
of  $10,000,000,  33>^  per  centum  in  addition  of  such  excess. 

SEC.  520,  REVENUE  ACT  OF  1934.  GIFT  TAX  RATES. 

Ai''nfTQ.'9^'^*'*''^'1'!'^"^'  '"*  ^^'*^  ^°  '""*^^^  ^02  of  the  Revenue 
Act  Of  1932  IS  amended  to  read  as  follows: 

''Upon  net  gifts  not  in  excess  of  $10,000,  three  fourths  of  1  per  centum 
$75  upon  net  gifts  of  $10,000;  and  upon  net  gifts  in  excess  of  $10  000 
and  not  in  excess  of  $20,000,  V/,  per  centum  in  addition  of  such  excess 


•*$225  upon  net  gifts  of  $20,000;  and  upon  net  gifts  in  excess  of 
$20,000  and  not  in  excess  of  $30,000,  2^  per  centum  in  addition  of  such 
excess. 

"$450  upon  net  gifts  of  $30,000;  and  upon  net  gifts  in  excess  of 
$30,000  and  not  in  excess  of  $40,000,  3  per  centum  in  addition  of  such 
excess. 

"$750  upon  net  gifts  of  $40,000;  and  upon  net  gifts  in  excess  of 
$40,000  and  not  in  excess  of  $50,000,  3^  per  centum  in  addition  of 
such  excess. 

"$1,125  upon  net  gifts  of  $60,000;  and  upon  net  gifts  in  excess  of 
$50,000  and  not  in  excess  of  $70,000,  5)4  per  centum  in  addition  of 
such  excess. 

"$2,175  upon  net  gifts  of  $70,000;  and  upon  net  gifts  in  excess  of 
$70,000  and  not  in  excess  of  $100,000.  6%  per  centum  in  addition  of 
such  excess. 

"$4,200  upon  net  gifts  of  $100,000;  and  upon  net  gifts  in  excess  of 
$100,000  and  not  in  excess  of  $200,000,  9  per  centum  in  addition  of 
such  excess. 

"$13,200  upon  net  gifts  of  $200,000;  and  upon  net  gifts  in  excess 
of  $200,000  and  not  in  excess  of  $400,000,  12  per  centum  in  addition 
of  such  excess. 

"$37,200  upon  net  gifts  of  $400,000;  and  upon  net  gifts  in  excess  of 
$400,000  and  not  in  excess  of  $600,000,  14K  per  centum  in  addition  of 
such  excess. 

"$65,700  upon  net  gifts  of  $600,000;  and  upon  net  gifts  in  excess  of 
$600,000  and  not  in  excess  of  $800,000,  16^  per  centum  in  addition  of 
such  excess. 

"$98,700  upon  net  gifts  of  $800,000;  and  upon  net  gifts  in  excess  of 
$800,000  and  not  in  excess  of  $1,000,000,  18^  per  centum  in  addition  of 
such  excess. 

"$136,200  upon  net  gifts  of  $1,000,000;  and  upon  net  gifts  in  excess 
of  $1,000,000  and  not  in  excess  of  $1,500,000,  21  per  centum  in  addition 
of  such  excess. 

"$241,200  upon  net  gifts  of  $1,500,000;  and  upon  net  gifts  in  excess 
of  $1,500,000  and  not  in  excess  of  $2,000,000,  23^^  per  centum  in  addi- 
tion of  such  excess. 

"$357,450  upon  net  gifts  of  $2,000,000;  and  upon  net  gifts  in  excess 
of  $2,000,000  and  not  in  excess  of  $2,500,000,  25>^  per  centum  in  addi- 
tion of  such  excess. 

"$484,950  upon  net  gifts  of  $2,500,000;  and  upon  net  gifts  in  excess 
of  $2,500,000  and  not  in  excess  of  $3,000,000,  27%  per  centum  in  addi- 
tion of  such  excess. 

"$623,700  upon  net  gifts  of  $3,000,000;  and  upon  net  gifts  in  excess 
of  $3,000,000  and  not  in  excess  of  $3,500,000,  30  per  centum  in  addition 
of  such  excess. 

"$773,700  upon  net  gifts  of  $3,500,000;  and  upon  net  gifts  in  excess 
of  $3,500,000  and  not  in  excess  of  $4,000,000,  32>i  per  centum  in  addi- 
tion of  such  excess. 

"$934,950  upon  net  gifts  of  $4,000,000;  and  upon  net  gifts  in  excess 
of  $4,000,000  and  not  in  excess  of  $4,500,000,  34^  per  centum  in  addi- 
tion of  such  excess. 

"$1,107,450  upon  net  gifts  of  $4,500,000;  and  upon  net  gifts  in  excess 
of  $4,500,000  and  not  in  excess  of  $5,000,000,  36  per  centum  in  addition 
of  such  excess. 
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of  $S  onfnnnVH°°  f  *  ^'"'  °'  «5,000,000;  and  upon  net  gifta  in  excess 
of  $5,000,000  and  not  in  excess  of  $6,000,000,  37}i  per  centum  in  addi- 
tion  of  sucli  excess. 

of  $6  MO^0on?r  r'*  ^'"'  °*  «6,000.000;  and  upon  net  gifts  in  excess 
of  $6,000,000  and  not  m  excess  of  $7,000,000,  39  per  centum  in  addition 
01  sucn  excess. 

of  sfoofono^  ""T  ?'*  ^^^"  ""^  $7,000,000;  and  upon  net  gifts  in  excesa 
of  $7,000,000  and  not  in  excess  of  $8,000,000,  40>^  per  centum  in  addi- 
tion  of  such  excess. 

of  $8  000  non  Vr^"  T*  ^^*'  ""^  $8,000,000;  and  upon  net  gifts  in  excesa 
Of  $8,000,000  and  not  in  excess  of  $9,000,000,  42  per  centum  in  addition 
of  such  excess.  «.vi«ainuu 

of  sfnnn  mf  T"  T-*  ^'"'  °'  S9.000,000;  and  upon  net  gifts  in  excess 
of  $9,000,000  and  not  m  excess  of  $10,000,000,  iSH  per  centum  in  addi- 
won  of  such  excess. 

"$3,312,450  upon  net  gifts  of  $10,000,000;  and  upon  net  eifta  in  pt 
cess  of  $10,000,000,  45  per  centum  in  additio;  of  such  excess.^' 

(b)  The  amendment  made  by  subsection  (a)  of  this  section  shall  bo 
apphed  m  computmg  the  tax  for  the  calendar  year  1935  and  each  calen- 
dar year  thereafter  (but  not  the  tax  for  the  calendar  year  1934  or  a 
previous  calendar  year),  and  such  amendment  shall  be  applied  in  all 
computations  in  respect  of  the  calendar  year  1934  and  previous  calendar 
years  for  the  purpose  of  computing  the  tax  for  the  calendar  year  1935 
or  any  calendar  year  thereafter. 

SEC.  301,  REVENUE  ACT  OF  193S.  GIFT  TAX  RATES. 

nf  ^^LJ^^  ^'""**f  T^.^"^^  ^^  ^°'^^  '°  =«<'"°"  502  of  the  Revenue  Act 
of  1932,  as  amended,  is  amended  to  read  as  follows- 

'.',^JT  °**  *^"^  ""^  '"  ^""^^  °f  $10,000,  VA  per  centum. 

$loO  upon  net  gifts  of  $10,000;  and  upon  net  gifts  in  excess  of  $10,000 
«r,V"  «^««=^  °f /20,000,  3  per  centum  in  addition  of  such  excess. 

$450  upon  net  gifts  of  $20,000;  and  upon  net  gifts  in  excess  of  $20,000 
"ZV  ^'^^^^r^f  0,000,  t}i  per  centum  in  addition  of  such  excess. 

$900  upon  net  gifts  of  $30,000;  and  upon  net  gifts  in  excess  of  $30  000 

"$T.nn°  ''"'''  "l  ^y^-  ^  ""'  ^*°*"'°  '"  *'1'»'«<'°  of  «"-=•>  excess. 
$40  0M^L  "T  "  ^'"'  of  S40,000;  and  upon  net  gifts  in  excess  of 
$40,000  and  not  in  excess  of  $50,000,  7«  per  centum  in  addition  of  such 
excess. 

«.-.nnnf  ^"P°"  "**  ^"'  °'  $50,000;  and  upon  net  gifts  in  excess  of 
$oO,000  and  not  in  excess  of  $70,000,  9  per  centum  in  addition  of  such 
excess.  ou^u 

$70  000  and  not  m  excess  of  $100,000,  lOK  per  centum  in  addition  of 

$100,000  and  not  m  excess  of  $200,000,  12?i  per  centum  in  addition  of 
sucn  excess. 

$200  nnf  7°V^*  ^'"'  °^  *^'"''°''*''  '""^  "PO"  °«t  Sifts  in  excess  of 
$200,000  and  not  m  excess  of  $400,000,  15  per  centum  in  addition  of 

$400nnn?7*"l°^*  ^'"'  of  $400,000;  and  upon  net  gifts  in  excess  of 
$400,000  and  not  m  excess  of  $600,000,  17M  per  centum  in  addition  of 
sucu  cxcesSa 


9 


"$84,450  upon  net  gifts  of  $600,000;  and  upon  net  gifts  in  excess  of 
$600,000  and  not  in  excess  of  $800,000,  19}^  per  centum  in  addition  of 
such  excess. 

"$123,450  upon  net  gifts  of  $800,000;  and  upon  net  gifts  in  excesa 
of  $800,000  and  not  in  excess  of  $1,000,000,  21^^  per  centum  in  addition 
of  such  excess. 

"$166,950  upon  net  gifts  of  $1,000,000;  and  upon  net  gifts  in  excess 
of  $1,000,000  and  not  in  excess  of  $1,500,000,  24  per  centum  in  addition 
of  such  excess. 

"$286,950  upon  net  gifts  of  $1,500,000;  and  upon  net  gifts  in  excess 
of  $1,500,000  and  not  in  excess  of  $2,000,000,  26^  per  centum  in  addition 
of  such  excess. 

"$418,200  upon  net  gifts  of  $2,000,000;  and  upon  net  gifts  in  excess 
of  $2,000,000  and  not  in  excess  of  $2,500,000,  28K  per  centum  in  addition 
of  such  excess. 

"$560,700  upon  net  gifts  of  $2,500,000;  and  upon  net  gifts  in  excess 
of  $2,500,000  and  not  in  excess  of  $3,000,C00,  30^^  per  centum  in  addition 
of  such  excess. 

"$714,450  upon  net  gifts  of  $3,000,000;  and  upon  net  gifts  in  excess 
of  $3,000,000  and  not  in  excess  of  $3,500,000,  33  per  centum  in  addition 
of  such  excess. 

"$879,450  upon  net  gifts  of  $3,500,000;  and  upon  net  gifts  in  excess 
of  $3,500,000  and  not  in  excess  of  $4,000,000,  35>^  per  centum  in  addition 
of  such  excess. 

"$1,055,700  upon  net  gifts  of  $4,000,000;  and  upon  net  gifts  in  excess 
of  $4,000,000  and  not  in  excess  of  $4,500,000,  37H  per  centum  in  addition 
of  such  excess. 

"$1,243,200  upon  net  gifts  of  $4,500,000;  and  upon  net  gifts  in  excess 
of  $4,500,000  and  not  in  excess  of  $5,000,000,  39^^  per  centum  in  addition 
of  such  excess. 

"$1,441,950  upon  net  gifts  of  $5,000,000;  and  upon  net  gifts  in  excess 
of  $5,000,000  and  not  in  excess  of  $6,000,000,  42  per  centum  in  addition 
of  such  excess. 

"$1,861,950  upon  net  gifts  of  $6,000,000;  and  upon  net  gifts  in  excess 
of  $6,000,000  and  not  in  excess  of  $7,000,000,  44>1  per  centum  in  addition 
of  such  excess. 

"$2,304,450  upon  net  gifts  of  $7,000,000;  and  upon  net  gifts  in  excess 
of  $7,000,000  and  not  in  excess  of  $8,000,000,  45%  per  centum  in  addition 
of  such  excess. 

"$2,761,950  upon  net  gifts  of  $8,000,000;  and  upon  net  gifts  in  excess 
of  $8,000,000  and  not  in  excess  of  $9,000,000,  47%  per  centum  in  addition 
of  such  excess. 

"$3,234,450  upon  net  gifts  of  $9,000,000;  and  upon  net  gifts  in  excess 
of  $9,000,000  and  not  in  excess  of  $10,000,000,  4S%  per  centum  in  addi- 
tion of  such  excess. 

"$3,721,950  upon  net  gifts  of  $10,000,000;  and  updn  net  gifts  in  excess 
of  $10,000,000  and  not  in  excess  of  $20,000,000,  50%  per  centum  in 
addition  of  such  excess. 

"$8,746,950  upon  net  gifts  of  $20,000,000;  and  upon  net  gifts  in  excess 
of  $20,000,000  and  not  in  excess  of  $50,000,000,  51^^  per  centum  in 
addition  of  such  excess. 

"$24,271,950  upon  net  gifts  of  $50,000,000;  and  upon  net  gifts  in  excess 
of  $50,000,000,  52>^  per  centum  in  addition  of  such  excess." 

33785°— 36 2 
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(b)  Section  505  (a)  (1)  of  the  Revenue  Act  of  1932  (relating  to  the 

l^n  nnn  """^*'°"  *°'  '^^^^  purposes)  is  amended  by  striking  out 
»&u,ouo    and  inserting  in  lieu  thereof  "$40,000" 

.i,^n  K^*  ""^endmentB  made  by  subsections' (a)  and  (b)  of  this  section 
shall  be  applied  m  computing  the  tax  for  the  calendar  year  1936  and 
each  calendar  year  thereafter  (but  not  the  ta=t  for  the  calendar  year 
1935  or  a  previous  calendar  year),  and  such  amendments  shall  be  applied 
m  all  computations  in  respect  of  the  calendar  year  1935  and  previous 

!!i^°?aL''^"'  ?^  P^P"^  °'  computing  the  tax  for  the  calendar 
year  1936  or  any  calendar  year  thereafter. 

Art    5.  Computation  of  tax.-The  first  step  in  tlie  determination 
Of  the  tax  IS  to  ascertain  tlie  amount  of  the  net  gifts  for  the  calendar 
year  for  which  the  return  is  being  prepared.     (For  meaning  of  "net 
gifts,    see  article  9.)     The  second  step  is  to  ascertain  the  aggregate 
sum  of  the  net  gifts  for  each  of  the  preceding  calendar  years,  consider- 
ing only  gifts  made  after  June  6,  1932.     By  the  words  "aggregate  sum 
of  the  net  gifts  for  each  of  the  preceding  calendar  years"  (aside  from 
the  amount  of  the  specific  exemption  deductible)  is  meant  the  true 
and  correct  aggregate  of  such  net  gifts,  not  necessarily  that  returned 
for  such  years  and  in  respect  to  which  tax  was  paid.     In  determining 
the  aggregate  sum  of  the  net  gifts  for  each  of  the  preceding  calendar 
years,  ttie  total  amount  of  the  specific  exemption  claimed  and  aUowed 
for  such  preceding  years  should  be  deducted,  except  that  if  tax  is 
bemg  computed  for  the  calendar  year  1936,  or  for  any  calendar  year 
thereafter,  such  deduction  can  not  exceed  $40,000.     (See  article  12  ) 
The  third  step  is  to  add  to  the  amount  of  net  gifts  for  the  calendar 
year  for  which  the  return  is  being  prepared  the  aggregate  sum  of  the 
net  gifts  for  each  of  the  preceding  calendar  years.     The  fourth  step 
IS  to  compute  the  ta^  upon  the  total  amount  of  net  gifts  (as  ascer- 
tained by  the  third  step)  by  use  of  the  rate  schedule  in  force  for  the 
calendar  year  for  which  the  return  is  being  prepared.     (See  articles  6 
and  7.)     The  fifth  step  is  to  compute  a  tax  in  accordance  with  the 
same  rate  schedule  upon  the  aggregate  sum  of  net  gifts  for  each  of  the 
preceding  calendar  years  only.     The  sixth  step  is  to  subtract  from  the 
amount  of  tax  as  computed  in  the  fourth  step  the  amount  of  tax  as 
computed  m  the  fifth  step.     The  amount  remaining  after  such  sub- 
traction is  the  tax  for  the  calendar  year  for  which  the  return  is  bein? 
prepared.  ^ 

If  no  reportable  gifts  were  made  during  the  preceding  calendar 
years  considering  only  gifts  made  after  June  6,  1932,  the  tax  for  the 
calendar  year  for  which  the  return  is  being  prepared  is  the  tax  com- 
puted in  accordance  with  the  rate  schedule  in  force  for  such  year 
upon  the  amount  of  the  net  gifts  for  such  calendar  year 

Art.  6.  Tax  rate  schedules.-The  rate  schedule  in  the  Revenue 
Act  of  1932  (section  502)  is  applicable  in  the  computation  of  tLTo 
the  calendar  years  1932,  1933,  and  1934,  the  tax  year  1932  being 
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limited  to  the  portion  of  the  year  1932  subsequent  to  June  6,  1932. 
The  rates  were  increased  by  the  Revenue  Act  of  1934,  and  the  rate 
schedule  in  that  Act  (section  520)  is  applicable  in  the  computation  of 
tax  for  the  calendar  year  1935.  The  rates  were  further  increased  by 
the  Revenue  Act  of  1935,  and  the  rate  schedule  in  such  Act  (section 
301)  is  applicable  in  the  computation  of  tax  for  the  calendar  year 
1936  and  for  each  calendar  year  thereafter.  On  the  following  page 
is  set  out  a  tabulation  of  the  several  rate  schedules  covering  each  of 
the  three  named  periods: 
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Art.  7.  Application  of  rate  schedules. — In  computing  tax,  select 
the  amount  set  out  in  column  A  which  is  equal  to,  or  which  is  the 
largest  amount  shown  therein  that  is  less  than,  the  amount  of  the 
net  gifts.  The  tax  upon  the  amount  so  selected  is  indicated  on  the 
same  hne  in  the  first  subcolumn  of  column  1,  2,  or  3.  The  tax  upon 
any  part  of  the  amount  of  the  net  gifts  in  excess  of  the  amount  so 
selected  is  computed  by  multiplying  the  amount  of  such  excess  by 
the  percentage  indicated  on  the  same  line  in  the  second  subcolumn 
of  column  1,  2,  or  3.  If  tho  amount  of  the  net  gifts  is  less  than 
$10,000,  the  tax  is  computed  at  the  rate  indicated  on  the  first  line  in 
the  second  subcolumn  of  the  appropriate  column.  An  illustration  of 
the  use  of  the  table  follows. 

The  tax  according  to  the  rate  schedule  in  column  1  upon  net  gifts 

of  $52,500  is  computed  as  follows: 

Tax  on  $50,000  (from  first  subcolumn  of  column  1) $2,  250 

Tax  on  $2,500  at  9  per  cent  (from  second  subcolumn  of  column  1) 225 

Tax  on  net  gifts  of  $52,500 2,  475 

Care  should  be  exercised  in  selecting  the  appropriate  rate  schedule 
(column  1,  2,  or  3).  Only  column  1  should  be  used  in  the  computa- 
tion of  the  tax  for  the  year  1936  or  any  year  thereafter.  Only 
column  2  should  be  used  in  the  computation  of  the  tax  for  the  year 
1935.  Only  column  3  should  be  used  in  the  computation  of  the  tax 
for  the  years  1932,  1933,  or  1934. 

Example:  The  donor ^s  first  reportable  gifts  after  the  enactment  of 
the  Revenue  Act  of  1932  were  in  the  calendar  year  1934,  when  he 
made  a  gift  of  $75,000  to  A  and  a  gift  of  $55,000  to  B.  The  total 
amount  of  gifts  during  1934,  for  the  purposes  of  the  tax,  was  $120,000, 
after  excluding  $10,000  for  the  two  donees  in  accordance  with  the 
provisions  of  article  10.  The  amount  of  the  net  gifts  for  that  year 
was  $70,000,  after  deducting  the  $50,000  specific  exemption  in  ac- 
cordance with  the  provisions  of  article  12.  The  tax  on  the  net  gifts 
of  $70,000,  as  shown  in  the  first  subcolumn  of  column  3  of  the  table, 
amounts  to  $2,125. 

During  the  calendar  year  1935,  the  donor  made  a  gift  of  $20,000  to 
A  and  a  gift  of  $25,000  to  B.  After  excluding  $10,000  for  the  two 
donees,  the  total  amount  of  gifts  during  that  year  was  $35,000. 
Since  the  amount  of  the  specific  exemption  authorized  was  exhausted, 
the  amount  of  the  net  gifts  for  1935  was  $35,0D0.  The  tax  for  the 
calendar  year  1935  is  computed  as  follows: 

1.  Amount  of  net  gifts  for  1935 $35,  000 

2.  Net  gifts  for  preceding  calendar  year  (1934) 70,  000 

3.  Total  amount  of  net  gifts _ - 105,  000 

— I 

4.  Tax  computed  on  item  3 4,  650 

5.  Tax  computed  on  item  2 2,  175 

6.  Tax  for  year  1935  (item  4  minus  item  5) __ 2,  475 
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It  will  be  noted  that  column  2  is  used  for  both  item  4  and  item  5, 
although  the  rate  schedule  shown  in  column  3  was  previously  used  in 
the  computation  of  the  tax  for  the  calendar  year  1934. 

During  the  calendar  year  1936,  the  donor  made  a  gift  of  $30,000  to 
A  and  a  gift  of  $35,000  to  B.  After  excludmg  $10,000  for  the  two 
donees,  the  total  amount  of  gifts  made  during  that  year  was  $55,000. 
Since  the  specific  exemption  was  previously  exhausted,  the  amount 
of  the  net  gifts  for  1936  was  $55,000.  The  total  amount  of  gifts  made 
by  the  donor  during  the  preceding  calendar  years,  after  excluding 
$5,000  for  each  donee  for  each  calendar  year,  was  as  follows: 

Calendar  year  1934__. $120,  QOO 

Calendar  year  1935 _ _       35^  qOO 

Total  amount  of  gifts  for  preceding  calendar  years 165,  OOQ 

The  aggregate  sum  of  the  net  gifts  for  the  preceding  calendar  years, 
$115,000,  is  determined  by  deducting  a  specific  exemption  of  $40,000 
from  $155,000.  As  stated  in  article  5  (pursuant  to  subsection  (c)  of 
section  301  of  the  Revenue  Act  of  1935),  if  tax  is  being  computed  for 
the  calendar  year  1936,  or  for  any  calendar  year  thereafter,  the 
amount  of  the  specific  exemption  deductible  in  determining  the 
"aggregate  sum  of  the  net  gifts  for  the  preceding  calendar  years" 
can  not  exceed  $40,000.  The  computation  of  the  tax  for  the  calendar 
year  1936  is  shown  below: 

1.  Amount  of  net  gifts  for  1936 $55,  qOO.  00 

2.  Aggregate  sum  of  net  gifts  for  preceding  calendar  years  (1934  and 

1935) 115^  000.  00 

3.  Total  amount  of  net  gifts 170  000.00 

4.  Tax  computed  on  item  3 iq  125.00 

6.  Tax  computed  on  item  2 9  112.50 

6.  Tax  for  year  1936  (item  4  minus  item  5) 7,  012.  60 

It  will  be  noted  that  column  1  is  used  for  both  item  4  and  item  5, 
although  the  rate  schedules  shown  in  columns  3  and  2  were  pre- 
viously used  in  the  computation  of  the  tax  for  the  calendar  years 
1934  and  1935,  respectively. 

SEC.  503.  TRANSFER  FOR  LESS  THAN  ADEQUATE  AND  FULL 
CONSIDERATION. 

Where  property  is  transferred  for  less  than  an  adequate  and  full 
consideration  in  money  or  money's  worth,  then  the  amount  by  which 
the  value  of  the  property  exceeded  the  value  of  the  consideration  shall, 
for  the  purpose  of  the  tax  imposed  by  this  title,  be  deemed  a  gift,  and 
shall  be  included  in  computing  the  amount  of  gifts  made  during  the 
calendar  year. 

Art.  8.  Transfers  for  a  consideration  in  money  or  money's  worth. — 
Transfers  reached  by  the  statute  are  not  confined  to  those  only  which, 
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being  without  a  valuable  consideration,  accord  with  the  common  law 
concept  of  gifts,  but  embrace  as  well  sales,  exchanges,  and  other  dis- 
positions of  property  for  a  consideration  in  money  or  money's  worth 
to  the  extent  that  the  value  of  the  property  transferred  by  the  donor 
exceeds  the  value  of  the  consideration  given  therefor.  However,  a 
sale,  exchange,  or  other  transfer  of  property  made  in  the  ordinary 
course  of  business  (a  transaction  which  is  bona  fide,  at  arm's  length, 
and  free  from  any  donative  intent),  will  be  considered  as  made  for  an 
adequate  and  full  consideration  in  money  or  money's  worth.  A  con- 
sideration not  reducible  to  a  money  value,  as  love  and  affection,  prom- 
ise of  marriage,  etc.,  is  to  be  wholly  disregarded,  and  the  entire  value  of 
the  property  transferred  constitutes  the  amount  of  the  gift. 

SEC.  504.  NET  GIFTS. 

(a)  General  definition. — The  term  "net  gifts"  means  the  total 
amount  of  gifts  made  during  the  calendar  year,  less  the  deductions 
provided  in  section  505. 

(b)  Gifts  less  than  $5,000. — In  the  case  of  gifts  (other  than  of  future 
interests  in  property)  made  to  any  person  by  the  donor  during  the 
calendar  year,  the  first  $5,000  of  such  gifts  to  such  person  shall  not, 
for  the  purposes  of  subsection  (a),  be  included  in  the  total  amount  of 
gifts  made  during  such  year. 

Art.  9.  Net  gifts. — The  tax  is  computed  upon  the  amount  of  the 
donor's  net  gifts  (see  articles  5,  6,  and  7).  The  term  ^^net  gifts" 
means  the  'Hotal  amount  of  gifts"  computed  as  provided  in  section 
504  (see  article  10),  less  the  deductions  provided  in  section  505.  (See 
articles  12  and  13.) 

Art.  10.  Total  amount  of  gifts. — In  determining  the  amount  of 
gifts  during  any  calendar  year,  there  is  excluded  (save  in  the  case  of  a 
gift  or  gifts  of  a  future  interest  or  interests)  the  first  $5,000  of  any 
single  gift  or  aggregate  of  gifts  made  during  such  year  to  any  one 
donee.  A  gift  or  gifts  made  during  a  given  calendar  year  to  any 
one  donee  of  $5,000,  or  less,  should  not  be  listed  on  the  return,  unless 
consisting  of  a  future  interest  or  interests,  or  unless  consisting  of  a 
present  interest  or  interests  created  out  of  the  same  property  in  which 
a  future  interest  or  interests  has  been  given.  Gifts  of  future  interests 
in  property  are  required  to  be  included  in  the  total  amount  of  gifts 
for  the  year  even  though  the  value  of  such  gifts  is  $5,000,  or  less,  and 
if  such  interest  exceeds  $5,000  in  value,  no  part  of  the  value  is  excluded 
from  the  total  amount  of  gifts  for  the  year  whether  the  gift  or  gifts 
be  to  a  single  donee  or  to  a  number  of  donees.  For  example,  if  the 
donor  during  the  calendar  year  made  a  gift  to  A  of  $5,000  in  money, 
a  gift  to  B  of  $6,000  in  money,  and  a  gift  to  C  of  a  future  interest  in 
property,  such  future  interest  being  valued  at  $3,000,  the  total  amount 
of  gifts  during  such  year,  for  the  purposes  of  the  tax,  is  $4,000. 

Art.  11.  Future  interests  in  property. — No  part  of  the  value  of 
a  gift  of  a  future  interest  may  be  excluded  in  determining  the  total 


16 

amount  of  gifts  made  during  the  calendar  year.  "Future  interests" 
is  a  legal  term,  and  includes  reversions,  remainders,  and  other  interest^ 
or  estates,  whether  vested  or  contingent,  and  whether  or  not  supported 
by  a  particular  interest  or  estate,  which  are  limited  to  commence  in 
use,  possession,  or  enjoyment  at  some  future  date  or  time.  The  term 
has  no  reference  to  such  contractual  rights  as  exist  in  a  bond,  note 
(though  bearing  no  interest  until  maturity),  or  m  a  poHcy  of  Hfe 
insurance,  the  obligations  of  which  are  to  be  discharged  by  payment 
in  the  future.  But  a  future  interest  or  interests  in  such  contractual 
obligations  may  be  created  by  the  Hmitations  contained  in  a  trust  or 
other  instrument  of  transfer  employed  in  effecting  a  gift.  For  the 
valuation  of  future  interests,  see  subdivision  (7)  of  article  19. 

SEC.  505  (AS  AMENDED  BY  SECTION  517  OF  THE  REVENUE 
ACT  OF  1934).  DEDUCTIONS. 

In  computing  net  gifts  for  any  calendar  year  there  shall  be  allowed 
as  deductions: 

(a)  Residents. — In  the  case  of  a  citizen  or  resident — 

(1)  Specific  exemption.— An  exemption  of  $50,000,  less  the 
aggregate  of  the  amounts  claimed  and  allowed  as  specific  exemp- 
tion for  preceding  calendar  years. 

(2)  Charitable,  etc.,  gifts.— The  amount  of  all  gifts  made 
during  such  year  to  or  for  the  use  of — 

(A)  the  United  States,  any  State,  Territory,  or  any  politi- 
K.a.1  subdivision  thereof,  or  the  District  of  Columbia,  for  exclu-  ' 
sively  public  purposes; 

(B)  a  corporation,  or  trust,  or  community  chest,  fund,  or 
foundation,  organized  and  operated  exclusively  for  religious, 
charitable,  scientific,  literary,  or  educational  purposes,  includ- 
ing the  encouragement  of  art  and  the  prevention  of  cruelty  to 
children  or  animals;  no  part  of  the  net  earnings  of  which 
inures  to  the  benefit  of  any  private  shareholder  or  individual, 
and  no  substantial  part  of  the  activities  of  which  is  carrying  on 
propaganda,  or  otherwise  attempting,  to  influence  legislation; 

(C)  a  fraternal  society,  order,  or  association,  operating 
under  the  lodge  system,  but  only  if  such  gifts  are  to  be  used 
exclusively  for  religious,  charitable,  scientific,  literary,  or 
educational  purposes,  including  the  encouragement  of  »rt  and 
the  prevention  of  cruelty  to  children  or  animals; 

(D)  posts  or  organizations  of  war  veterans,  or  auxiliary 
units  or  societies  of  any  such  posts  or  organizations,  if  such 
posts,  organizations,  units,  or  societies  are  organized  in  the 
United  States  or  any  of  its  possessions,  and  if  no  part  of 
their  net  earnings  inures  to  the  benefit  of  any  private  share- 
holder or  individual; 

(E)  the  special  fund  for  vocational  rehabUitation  authorized 
by  section  12  of  the  World  War  Veterans'  Act,  1924. 

(b)  Nonresidents.- In  the  case  of  a  nonresident  not  a  citizen  of  the 
United  States,  the  amount  of  all  gifts  made  during  such  year  to  or 
for  the  use  of — 


17 

(1)  the  United  States,  any  State,  Territory,  or  any  political 
subdivision  thereof,  or  the  District  of  Columbia,  for  exclusively 
public  purposes; 

(2)  a  domestic  corporation  organized  and  operated  exclusively 
for  religious,  charitable,  scientific,  literary,  or  educational  pur- 
poses, including  the  encouragement  of  art  and  the  prevention  of 
cruelty  to  children  or  animals;  no  part  of  the  net  earnings  of 
which  inures  to  the  benefit  of  any  private  shareholder  or  individual, 
and  no  substantial  part  of  the  activities  of  which  is  carrying  on 
propaganda,  or  otherwise  attempting,  to  influence  legislation; 

(3)  a  trust,  or  conamunity  chest,  fund,  or  foundation,  organ- 
ized and  operated  exclusively  for  religious,  charitable,  scientific, 
literary,  or  educational  purposes,  including  the  encouragement 
of  art  and  the  prevention  of  cruelty  to  children  or  animals,  no 
substantial  part  of  the  activities  of  which  is  carrying  on  propa- 
ganda, or  otherwise  attempting,  to  influence  legislation;  but  only 
if  such  gifts  are  to  be  used  within  the  United  States  exclusively 
for  such  purposes; 

(4)  a  fraternal  society,  order,  or  association,  operating  under 
the  lodge  system,  but  only  if  such  gifts  are  to  be  used  within  the 
United  States  exclusively  for  religious,  charitable,  scientific,  literary, 
or  educational  purposes,  including  the  encouragement  of  art  and 
the  prevention  of  cruelty  to  children  or  animals; 

(5)  posts  or  organizations  of  war  veterans,  or  auxiliary  units 
or  societies  of  any  such  posts  or  organizations,  if  such  posts, 
organizations,  units  or  societies  are  organized  in  the  United  States 
or  any  of  its  possessions,  and  if  no  part  of  their  net  earnings  inures 
to  the  benefit  of  any  private  shareholder  or  individual; 

(6)  the  special  fund  for  vocational  rehabilitation  authorized  by 
section  12  of  the  World  War  Veterans'  Act,  1924. 

(c)  The  deductions  provided  in  subsection  (a)  (2)  or  (b)  shall  be 
allowed  only  to  the  extent  that  the  gifts  therein  specified  are  included 
in  the  amount  of  gifts  against  which  such  deductions  are  applied. 

SEC.  301,  REVENUE  ACT  OF  1935.     •     ♦     * 

(b)  Section  505  (a)  (1)  of  the  Revenue  Act  of  1932  (relating  to  the 
specific  exemption  for  gift-tax  purposes)  is  amended  by  striking  out 
"$50,000"  and  inserting  in  Heu  thereof  "$40,000". 

(c)  The  amendments  made  by  subsections  (a)  and  (b)  of  this  section 
shall  be  applied  in  computing  the  tax  for  the  calendar  year  1936  and 
each  calendar  year  thereafter  (but  not  the  tax  for  the  calendar  year  1935 
or  a  previous  calendar  year),  and  such  amendments  shall  be  applied 
in  all  computations  in  respect  of  the  calendar  year  1935  and  previous 
calendar  years  for  the  purpose  of  computing  the  tax  for  the  calendar  year 
1936  or  any  calendar  year  thereafter. 

Art.  12.  Specific  exemption. — In  determining  the  amount  of  net 
gifts  of  a  given  calendar  year  there  may  be  deducted,  if  the  donor  was 
a  resident  or  citizen  of  the  United  States  at  the  time  the  gifts  were 
made,  a  specific  exemption  of  $40,000  ($50,000  if  the  calendar  year  is 
before  1936),  less  the  sum  of  the  amounts  claimed  and  allowed  as  an 
exemption  in  prior  calendar  years.  The  exemption,  at  the  option  of 
the  donor,  may  be  taken  in  its  entirety  in  a  single  year,  or  be  spread 
over  a  period  of  years  in  such  amounts  as  he  sees  fit,  but  after  the 
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limit  has  been  reached  no  further  exemption  is  allowable.  In  deter- 
mmmg  the  aggregate  sum  of  the  net  gifts  for  the  preceding  calendar 
years  (see  article  5),  the  total  amount  of  the  specific  exemption 
claimed  and  allowed  for  such  precedmg  years  should  be  deducted, 
except  that  if  tax  is  bemg  computed  for  the  calendar  year  1936  or  for 
any  calendar  year  thereafter  such  deduction  can  not  exceed  $40  000 
Ihe  specific  exemption  is  authorized  only  in  the  case  of  a  citizen  or 
resident  of  the  United  States.  A  donor,  who  was  a  nonresident  alien 
at  the  time  of  the  gift  or  gifts,  is  not  entitled  to  this  exemption 

Art  13.^  Charitable,  etc.,  gifts.-In  determining  the  amount  of  net 
gifts  of  a  given  calendar  year,  in  the  case  of  a  donor  who  was  a  citizen 
or  resident  of  the  United  States  at  the  time  when  the  gifts  were  made 
there  may  be  deducted  the  amount  of  such  gifts  as  were  to  or  for 
the  use  of  (A)  the  United  States,  any  State,  Territory,  or  any  poHtical 
subdivision  thereof,  or  the  District  of  Columbia,  for  exclusively  public 
purposes;  or  (B)  any  corporation,  trust,  community  chest,  fund   or 
foundation,  organized  and  operated  exclusively  for  religious,  chari- 
table,   scientific,   Hterary,    or   educational   purposes,   including   the 
encouragement  of  art  and  the  prevention  of  cruelty  to  children  or 
animals,  provided  no  part  of  the  net  earnings  of  such  organization 
inures  to  the  benefit  of  any  private  shareholder  or  indi^^dual,  and  no 
substantial  part  of  its  activities  is  cariying  on  propaganda,  or  other- 
wise  attempting,  to  influence  legislation;  or  (C)  a  fraternal  society 
order,  or  association,  operating  under  the  lodge  system,  pro.4ded 
such  gifts  are  to  be  used  by  such  fraternal  society,  order,  or  associa- 
tion  exc  usively  for  one  or  more  of  the  purposes  enumerated  in 
(15);  or  (D)  any  organization  of  war  veterans  or  auxiUary  unit  or 
society  thereof  if  such  organization,  auxiliary  unit,  or  society  thereof  is 
organized  m  the  Umted  States  or  any  of  its  possessions,  and  if  no  part 
of  Its  net  earnings  inures  to  the  benefit  of  any  private  shareholder  or 
individual ;  or  (E)  the  special  fund  for  vocational  rehabilitation  author- 
ized  by  section  12  of  the  World  War  Veterans'  Act,  1924 

In  case  the  donor  was  a  nonresident  ahen  of  tlie  United  States  at 
the  time  the  gifts  were  made,  the  deduction  of  the  amount  of  chari- 
table,  etc    gifts  is  governed  by  the  same  rules  as  those  applying  to 
similar  gifts  made  by  citizens  or  residents,  subject,  however,  to  the 
two  following  exceptions:  (1)  If  the  gift  be  made  to  or  for  the  use  of  a 
corporation,  such  corporation  must  be  one  created  or  organized  under 
he  laws  of  the  United  States  or  of  any  State  or  Territory  thereorand 
(2)  If  made  to  or  for  the  use  of  a  trust,  or  community  chest,  fund   or 
foimdation    or  a  fraternal  society,  order,  or  association,  ;peratin' 
under  the  lodge  system,  the  gift  must  be  for  use  within  the  United 
States  exclusively  for  religious,  charitable,  scientific,  Hterary,  or  educa- 
tional  purposes,  including  the  encouragement  of  art  and  the  prevention 
of  cruelty  to  children  or  animals. 
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The  deduction  is  not  limited  in  the  case  of  donors  who  were  citizens 
or  resident  aliens  to  gifts  to  or  for  the  use  of  domestic  corporations,  or 
for  use  within  the  United  States  when  made  to  a  trust,  or  community 
chest,  fund,  or  foundation,  or  a  fraternal  society,  order,  or  association, 
operating  under  the  lodge  system. 

If  money  or  other  property  is  so  given  that  the  income  is,  for  the 
duration  of  a  life  or  a  term  of  years,  to  be  paid  to  the  donor  or  other 
individual,  or  is  to  be  used  for  a  purpose  not  described  in  section 
505  (a)  (2)  or  (b),  and  the  property  is  then  to  be  devoted  exclusively 
to  some  one  or  more  of  the  uses  described  in  section  505  (a)(2)  or  (b), 
only  the  present  worth  of  the  remainder  is  deductible.  To  determine 
the  present  worth  or  value  of  such  remainder  (that  is,  its  value  as  of 
the  date  of  the  gift),  the  amount  of  the  money  or  the  value  of  the 
property  transferred  should  be  multiplied  by  the  appropriate  factor  in 
column  3  of  Table  A  or  B,  a  part  of  article  19. 

Art.  14.  Religious,  charitable,  scientific,  literary,  and  educational 
organizations. — The  corporation,  or  trust,  or  community  chest,  fimd, 
or  foimdation  to  which  a  gift  is  made  must  meet  three  tests  to  entitle 
the  donor  to  deduct  the  amount  of  the  gift:  (1)  It  must  be  organized 
and  operated  exclusively  for  one  or  more  of  the  purposes  specified  in 
the  statute;  (2)  it  must  not  by  a  substantial  part  of  its  activities  carry 
on  propaganda,  or  otherwise  attempt,  to  influence  legislation;  and 
(3)  no  part  of  its  net  earnings  shall  inure  to  the  benefit  of  private 
shareholders  or  individuals. 

The  donor  is  not  deprived  of  the  right  to  deduct  an  amount  equal 
to  the  value  of  property  so  transferred  by  reason  of  the  fact  that 
private  individuals  are  the  recipients  of  the  benefits  which  the  organ- 
ization dispenses.  Such  right  is  lost,  however,  where  any  part  of  the 
net  earnings  of  the  organization  inures  to  the  benefit  of  a  private 
shareholder  or  individual. 

Art.  15.  Proof  required. — In  order  to  prove  the  right  to  this 
deduction,  the  donor  must  submit  such  documents  or  evidence  as 
may  be  requested   by  the  Commissioner. 

Art.  16.  Charitable,  etc.,  gifts  with  power  to  divert. — If  a  fraternal 
society,  order,  or  association,  operating  under  the  lodge  system,  is 
empowered  to  divert  a  part  of  the  property  or  fund  transferred  by 
gift  to  a  use  or  purpose  which  would  have  rendered  it,  to  the  extent 
that  it  is  subject  to  such  power,  not  deductible  had  it  been  directly 
transferred  by  the  donor  for  such  use  or  purpose,  deduction  will  be 
Hinited  to  that  part  of  the  property  or  fund  wliich  is  not  subject  to 
the  exercise  of  the  power. 

SEC.  506.  GIFTS  MADE  IN  PROPERTY. 

If  the  gift  is  made  in  property,  the  value  thereof  at  the  date  of  the 
gift  shall  be  considered  the  amount  of  the  gift. 
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Art  17.  Gifts  made  m  property.-A  gift  made  in  property  is  subject 
to  the  tax  m  the  same  manner  as  a  gift  of  cash,  and  the  amount  of 
the  gift  IS  the  value  of  the  property  at  the  date  of  the  gift. 

Art  18.  Situs  of  property.— The  statute  imposes  a  ta.x  upon  dfts 
made  by  citizens  of  the  United  States,  residents  or  nonresidents 
thereof,  and  upon  those  made  by  residents  of  the  United  States 
citizens  or  ahens,  UTcspective  of  whether  the  property  transferred 
(real  or  personal,  tangible  or  intangible)  be  situated  within  or  without 
the  Umted  States.  But  gifts  by  nonresidents  of  the  United  States 
who  are  not  citizens  thereof  (see  article  4)  are  subject  to  tax  only  if 
the  property  transferred  is,  at  the  time  of  the  transfer,  situated  within 
the  United  States. 

Real  estate  and  tangible  personal  property  physically  located  in 
the  United  States  constitute  property  having  a  situs  in  the  United 
btates.     Intangible  personal  property,  such  as  a  bond,  share  of  stock 
note,  msurance  contract,  simple  debt,  or  other  chose  in  action,  has  a 
situs  m  the  United  States  if  consisting  of  a  property  right  issuing  from 
or  enforceable  agamst  a  corporation  (pubhc  or  private)  organized  in 
the  Umted  States  or  a  person  who  is  a  resident  of  the  United  States 
Intangible  personal  property  also  has  a  situs  in  the  United  States  if 
the  certificate  of  stock,  bond,  bill,  note,  or  other  written  evidence  of 
such  property,  which  is  customarily  treated  as  being  the  property 
Itself  IS  physicaUy  located  in  the  United  States,  whether  such  cer- 
tihcate  of  stock,  bond,  etc.,  was  issued  by  a  resident  or  nonresident  of 
the  Umted  States.     For  example,  a  share  of  stock  of  a  corporation 
orgamzed  m  the  United  States  constitutes  property  situated  in  the 
Umted  States  even  though  the  stock  certificate  is  in  England-  and  a 
share  of  stock  of  a  corporation  organized  in  England  constitutes 
property  situated  m  the  United  States  if  the  stock  certificate  is  in 
the  United  States. 

Paragraph  (10)  of  section  1111  (a)  of  the  Revenue  Act  of  1932 
defines  the  term  "United  States,-  when  used  m  a  geographical  sense, 
as  mcludmg  only  the  States,  the  Territories  of  Alaska  and  Hawaii 
and  the  Distnct  of  Columbia. 

,^.^^^/lu  V.f^.^tionofproperty.-(l)  ^'.n.ra/.-The  statute  provides 
that  if  the  gift  IS  made  in  property,  the  value  thereof  at  the  date  of 
the  gift  shall  be  considered  the  amount  of  the  gift.  The  value  of  the 
property  is  the  price  at  which  such  property  would  change  hands 
between  a  willing  buyer  and  a  wilUng  seller,  neither  being  under  any 
compulsion  to  buy  or  to  sell.  The  value  of  a  particular  kmd  of  prop- 
erty  IS  not  to  be  determined  by  a  forced  sale  price  or  by  an  estimate 
of  what  a  whole  block  or  aggregate  would  fetch  if  placed  upon  the 
market  at  one  and  the  same  time.  Such  value  is  to  be  determmed 
by  ascertammg  as  a  basis  the  fair  market  value  at  the  time  of  the  df t 
of  each  unit  of  the  property.    For  example,  in  the  case  of  shares  of 


stock  or  bonds,  such  unit  of  property  is  a  share  or  a  bond.  All  relevant 
facts  and  elements  of  value  as  of  the  time  of  the  gift  should  be  con- 
sidered. Depreciation  or  appreciation  in  value  subsequent  to  the 
time  of  the  gift  are  not  relevant  factors  and  will  not  be  considered. 

(2)  Real  estate. — In  returning  a  gift  of  real  estate,  the  local  assessed 
value  thereof  should  not  be  returned  as  the  value  of  the  gift  unless 
such  value  represents  the  fair  market  value  of  the  property  as  of  the 
date  of  the  gift.  (See  article  24  for  manner  of  listhag  and  describing 
real  estate  in  returns.) 

(3)  Stocks  and  bonds. — The  value  at  the  date  of  the  gift  in  the  case 
of  stocks  and  bonds,  wdthin  the  meaning  of  the  statute,  is  the  fair 
market  value  per  share  or  bond  on  such  date. 

The  value  of  stocks  and  bonds  Hsted  upon  a  stock  exchange  shall 
be  obtained  by  taking  the  mean  between  the  highest  and  lowest 
quoted  selling  prices  upon  the  date  of  the  gift.  If  the  gift  was  made 
on  Sunday  or  on  a  legal  hoUday,  the  transactions  of  the  next  previous 
business  day  will  govern.  If  there  were  no  sales  on  the  date  of  the 
gift,  the  value  shall  be  determined  by  taking  the  mean  between  the 
highest  and  lowest  sales  upon  the  nearest  date  either  before  or  after 
the  date  of  the  gift,  if  within  a  reasonable  period  thereof.  If  the 
security  was  listed  upon  more  than  one  exchange,  the  records  of  the 
exchange  where  the  security  was  principally  dealt  in  should  be  em- 
ployed. In  valuing  listed  stocks  and  bonds  the  donor  should  observe 
care  to  consult  accurate  records  to  obtain  values  as  of  the  date  of 

the  gift. 

If  the  securities  are  not  listed  upon  an  exchange,  but  are  dealt  in 
through  brokers,  or  have  a  market,  the  value  should  be  determined 
by  taking  the  mean  between  the  highest  and  lowest  selling  prices  as 
of  the  date  of  the  gift,  or,  if  there  were  no  sale  on  that  date,  of  the 
nearest  date  either  before  or  after  the  date  of  the  gift  upon  which 
sales  were  made,  if  within  a  reasonable  period.  If  quotations  are 
obtained  from  brokers,  or  evidence  as  to  the  sale  of  securities  is  ob- 
tained from  the  officers  of  the  issuing  companies,  the  donor  should 
preserve  in  his  files  the  letters  furnishing  such  quotations,  or  evidence 
of  sale,  for  inspection  when  the  return  is  verified  by  an  investigating 
officer. 

If  securities  are  quoted  on  a  bona  fide  bid  and  asked  basis,  and 
actual  sales  are  not  available,  the  mean  between  the  bid  and  asked 
prices  on  the  date  of  the  gift,  or  if  not  quoted  as  of  the  date  of  the 
gift,  the  mean  between  such  prices  on  the  nearest  date  thereto  within 
a  reasonable  time,  will  be  accepted  as  the  value. 

If  the  value  of  a  security  cannot  be  determined  by  sales,  or  from 
bid  and  asked  prices,  as  prescribed  in  the  preceding  provisions  of 
this  subdivision,  then,  in  the  case  of  corporate  or  other  bonds,  the 
value  is  to  be  arrived  at  by  giving  consideration  to  the  soundness  of 
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the  security  the  interest  yield,  the  date  of  maturity,  and  other  relevant 
factors,  and,  in  the  case  of  shares  of  stock,  upon  the  basis  of  the 
company's  net  worth,  earning  power,  dividend-paying  capacity,  and 
all  other  relevant  factors  having  a  bearing  upon  the  value  of  the  stock. 
Complete  financial  and  other  data  upon  which  the  donor  bases  his 
valuation  should  be  submitted  with  the  return. 

^  In  exceptional  cases  in  which  it  is  established  by  clear  and  convinc- 
mg  evidence  that  the  value  per  bond  or  share  of  any  security  deter- 
mmed  upon  the  basis  of  selling  or  bid  and  asked  prices  as  herein 
provided  does  not  reflect  the  fair  market  value  thereof,  other  relevant 
facts  and  elements  of  value  will  be  considered  in  determining  the  fair 
market  value  The  size  of  the  gift  of  any  security  is  not  a  relevant 
factor  and  will  not  be  considered  in  such  determination. 

(4)  Interest  in  business.— C&re  should  be  taken  to  arrive  at  an 
accurate  valuation  of  any  business  which  the  donor  transfers  without 
an  adequate  and  full  consideration  in  money  or  money's  worth 
whether  the  mterest  transferred  is  that  of  a  partner  or  of  a  proprietor! 
A  fair  appraisal  as  of  the  date  of  the  gift  should  be  made  of  all  the 
assets  of  the  busmess,  tangible  and  intangible,  including  good  will, 
and  the  busmess  should  be  given  a  net  value  equal  to  the  amount 
which  a  wil  mg  purchaser,  whether  an  individual  or  a  corporation, 
would  pay  therefor  to  a  willing  seller  in  view  of  the  net  value  of  the 
assets  of  the  busmess  and  its  demonstrated  earning  capacity.  Special 
attention  should  be  given  to  fixing  an  adequate  figure  for  the  value 
of  the  good  will  of  the  business. 

The  factors  hereinbefore  stated  relative  to  the  valuation  of  other 
property,  if  applicable,  will  be  considered  in  determining  the  valuation 
of  a  proprietary  or  partnership  interest  in  the  business.  All  evidence 
bearing  upon  such  valuation  should  be  submitted  with  the  return 
including  copies  of  reports  in  any  case  in  which  examinations  of  the 
busmess  have  been  made  by  accountants,  engineers,  or  any  teclmical 
experts  as  of  or  near  the  date  of  the  gift. 

(5)  Notes,  secured  and  unsecured. -The  value  of  notes,  whether 
secured  or  unsecured,  will  be  presumed  to  be  the  amount  of  unpaid 
prmcipal  plus  accrued  interest  to  the  date  of  the  gift,  unless  the 
donor  establishes  a  lower  value.  Unless  returned  at  face  value 
plus  accrued  interest,  it  must  be  shown  by  satisfactory  evidence  that 
the  note  IS  worth  less  than  the  unpaid  amount  because  of  the  interest 
rate,  or  date  of  maturity,  or  other  cause,  or  that  the  note  is  uncollect- 
ible m  part  by  reason  of  the  insolvency  of  the  party  or  parties  liable, 
or  for  other  cause,  and  that  the  property,  if  any,  pledged  or  mort' 
gaged  as  security  is  msuflicient  to  satisfy  it. 

(G)  Other  property. -Any  property  not  specifically  treated  in  this 
article  should  be  valued  in  accordance  with  the  rule  laid  down  m 
subdivision  (1)  hereof. 
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(7)  Annuities f  life,  remainder  and  reversionary  interests. — ^For  valuer 
tion  of  annuities  purchased  from  life  insurance  companies  or  other  com- 
panies issuing  annuity  contracts,  see  subdivision  (9)  of  this  article. 
In  case  the  donor  creates  a  trust  imder  which  a  specified  annuity  is  pay- 
able to  the  donee,  the  value  of  such  gift  should  be  determined  by 
using  Table  A  or  Table  B,  whichever  is  applicable,  shown  at  the 
end  of  this  article.  If  the  annuity  is  payable  at  the  end  of  each 
annual  period,  the  factor  is  obtained  directly  from  the  table.  If 
the  aiinuity  is  payable  for  the  life  of  an  individual,  the  amount 
payable  annually  should  be  multiplied  by  the  figure  in  column  2  of 
Table  A  opposite  the  number  of  years  in  column  1  of  such  table 
nearest  the  age  of  the  individual  (as  of  the  date  of  the  gift)  whose  life 
measures  the  duration  of  the  annuity,  or  if  payable  for  a  definite 
number  of  years  the  amount  payable  annually  should  be  multiplied 
by  the  figure  in  column  2  of  Table  B  opposite  the  number  of  years  in 
column  1  of  such  table. 

Example:  The  donee  is  made  the  beneficiary  of  an  annuity  of 
$10,000  payable  at  the  end  of  annual  periods  during  his  life.  The 
age  of  the  donee  at  the  date  of  the  gift  is  40  years  and  8  months. 
By  reference  to  Table  A,  the  figure  in  column  2  opposite  41  years, 
the  number  nearest  to  the  donee's  age,  is  14.86102.  The  value  of 
the  gift  is,  therefore,  $148,610.20  ($10,000  multiplied  by  14.86102). 

Example:  The  donor  was  entitled  to  receive  an  annuity  of  $10,000 
a  year  payable  at  the  end  of  annual  periods  throughout  a  term  of  20 
years;  the  donor,  when  15  years  have  elapsed,  makes  a  gift  thereof  to 
his  son.  By  reference  to  Table  B,  it  is  found  that  the  figure  in  column 
2  opposite  5  years,  the  unexpired  portion  of  the  20-year  period,  is 
4.45182.  The  present  worth  of  the  annuity  is,  therefore,  $44,518.20 
($10,000  multiplied  by  4.45182). 

If  the  annuity  is  payable  semiannually,  quarterly,  or  monthly, 
the  value  should  be  determined  by  multiplying  the  aggregate  amount 
to  be  paid  within  a  year  by  the  figure  in  column  2  of  Table  A  oppo- 
site the  number  of  years  in  column  1  nearest  the  actual  age  of  the 
person  whose  life  measures  the  annuity,  or  the  figure  in  column  2  of 
Table  B  opposite  the  number  of  years  the  annuity  is  payable,  as  the 
case  may  be,  and  then  multiplying  the  product  by  1.01820  for  monthly 
payments,  by  1.01488  for  quarterly  payments,  or  by  1.00990  for 
semiannual  payments. 

Example:  If,  in  the  first  example  above  given,  the  annuity  is 
payable  semiannually,  the  factor,  14.86102,  should  be  multiplied  by 
1.00990  and  the  product  multiplied  by  10,000.  The  value  of  the 
gift  is,  therefore,  $150,081.44  ($10,000X14.86102X1.00990). 

If  the  first  payment  of  an  annuity  for  the  life  of  an  individual 
is  to  be  paid  at  once,  the  value  of  the  annuity  is  the  sum  of  the  first 
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payment  plus  the  present  worth  of  a  similar  annuity  the  first  pay- 
ment of  which  is  not  to  be  made  until  the  end  of  the  first  period. 

Example:  The  donee  is  made  the  beneficiary  for  life  of  an 
annuity  of  $50  a  month  payable  from  the  income  of  a  trust,  subject  to 
the  right  reserved  by  the  donor  to  cause  the  annuity  to  be  payable 
to  himself  or  for  the  benefit  of  his  creditors  or  estate.  On  the  day 
a  payment  is  due,  the  donor  relinquishes  his  reserved  power.  The 
donee  is  then  50  years  of  age.  The  value  of  the  gift  is  $50  plus  the 
product  of  $50  times  12  times  12.47032  (see  Table  A)  times  1.01820 
(see  precedmg  paragraph),  or  $7,668.37  [$50  plus  ($50X12X 
12.47032X1.01820)]. 

If  the  first  payment  of  an  annuity  for  a  definite  number  of  years 
is  to  be  paid  at  once,  the  apphcable  factor  is  the  product  of  the 
factor  shown  in  Table  B  multiplied  by  1.02154  for  monthly  payments, 
by  1.02488  for  quarterly  payments,  by  1.02990  for  semiannual  pay- 
ments, or  by  1.04  for  annual  payments. 

Example:  The  donee  is  the  beneficiary  of  an  annuity  of  $50  a 
month  subject  to  a  reserved  right  in  the  donor  to  cause  the 
annuity  or  the  cash  value  thereof  to  be  paid  to  himself  or  his 
creditors.  On  the  day  a  payment  is  due,  the  donor  relinquishes  his 
power.  There  are  300  payments  to  be  made,  including  the  payment 
due.  The  value  of  the  gift  is  the  product  of  $50  times  12  times 
15.62208  (see  Table  B)  tunes  1.02154  (see  preceding  paragraph),  or 
$9,575.15  ($50X12X15.62208X1.02154). 

If  an  annuity  is  to  be  paid  during  the  fife  of  an  individual  and  in 
any  event  for  a  definite  number  of  years,  or  for  more  than  one  life, 
or  in  any  other  manner  rendering  inapplicable  both  Table  A  and 
Table  B,  the  case  may  be  stated  to  the  Commissioner,  who  will 
thereupon  make  the  computation  and  advise  the  donor  thereof.  In 
making  such  calculations  when  fife  interests  or  remainders  upon  life 
interests  are  involved,  use  will  be  made  of  the  Actuaries'  or  Com- 
bined Experience  Table  of  MortaHty,  as  extended  (that  being  the 
basis  of  Table  A),  with  interest  at  4  per  cent  per  annum  compounded 
annually. 

If  a  gift  consists  of  the  donor's  right  to  receive  the  entire  income 
of  certain  property  during  the  life  of  Z,  or  for  a  term  of  years,  and 
the  annual  rate  of  income  for  a  period  equal  to  or  exceeding  the  fife 
expectancy  of  Z,  or  for  such  term  of  years,  is  fixed  or  definitely 
determinable  at  the  time  of  the  gift,  then  the  value  of  the  gift  should 
be  computed  as  explained  above  in  the  case  of  an  annuity.  If  the 
rate  of  annual  income  is  not  determinable,  or  if  the  donor  is  entitled 
merely  to  the  use  of  nonincome-producing  property,  a  hypothetical 
annuity  at  the  rate  of  4  per  cent  of  the  value  of  the  property  should 
be  made  the  basis  of  the  calculation. 
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If  the  gift  is  of  a  remainder  or  reversionary  interest  subject  to  an 
outstanding  life  estate,  the  value  of  the  gift  will  be  obtained  by  multi- 
plying the  value  of  the  property  at  the  date  of  the  gift  by  the  figure  in 
column  3  of  Table  A  opposite  the  number  of  years  nearest  to  the  age 
of  the  life  tenant.  In  case  the  remainder  or  reversion  is  subject  to  an 
estate  for  a  term  of  years.  Table  B  should  be  used. 

Example:  The  donor  transferred  by  gift  property  worth  $50,000 
which  he  was  entitled  to  receive  upon  the  death  of  liis  brother,  to 
whom  the  income  for  life  had  been  bequeathed.  The  brother  at  the 
date  of  the  gift  was  31  years  of  age.  By  reference  to  Table  A,  it  is 
found  that  the  figure  in  column  3  opposite  31  years  is  0.31262.  The 
value  of  the  gift  is,  therefore,  $15,631  ($50,000X0.31262). 

(8)  Tenancies  by  the  entirety. — Should  either  a  husband  or  his  wife 
purchase  property  and  cause  the  title  thereto  to  be  conveyed  to  them- 
selves as  tenants  by  the  entirety,  or  should  either  cause  to  be  created 
such  a  tenancy  in  property  already  owned  by  him  or  her,  and  under 
the  law  of  the  jurisdiction  governing  the  rights  of  the  spouses  with 
respect  to  the  property  neither  of  them  may,  acting  alone,  defeat  the 
right  of  the  survivor  of  them  to  the  whole  of  the  property,  the  transfer 
effects  a  gift  from  the  spouse  owning  the  property  at  the  time  of  the 
creation  of  the  tenancy  or  who  furnished  the  consideration  in  the 
purchase  of  the  property.  The  value  of  the  gift  is  the  sum  of  (1) 
the  value  of  the  right,  if  any,  of  the  donee  spouse  to  a  share  of  the 
income  or  other  enjoyment  of  the  property  during  the  joint  lives  of 
the  spouses,  and,  (2)  the  value  of  the  right  of  the  donee  spouse  to  the 
whole  of  the  property  should  he  or  she  be  the  survivor  of  them.  The 
value  of  each  of  such  rights  is  to  be  determined  in  accordance  with  the 
Actuaries'  or  Combined  Experience  Table  of  Mortality,  as  extended. 

A  case  involving  the  value  of  the  right  of  survivorship  (provided 
the  gift  is  completed  and  not  merely  proposed  or  hypothetical)  may 
be  submitted  to  the  Commissioner,  who  will,  in  accordance  with 
recognized  actuarial  principles,  compute  the  applicable  factor  to  bo 
used  in  determining  such  value,  and  will  advise  the  donor  of  the 
factor. 

(9)  Life  insurance  and  annuity  contracts. — The  value  of  a  life 
insurance  contract  or  of  a  contract  for  the  payment  of  an  annuity 
issued  by  a  company  regularly  engaged  in  the  selling  of  contracts 
of  that  character  is  established  through  the  sale  of  the  particular 
contract  by  the  company,  or  through  the  sale  by  the  company  of 
comparable  contracts.  As  valuation  through  sale  of  comparable 
contracts  is  not  readily  ascertainable  when  the  gift  is  of  a  contract 
which  has  been  in  force  for  some  time  and  on  which  further  premium 
payments  are  to  be  made,  the  value  may  be  approximated,  unless 
because  of  the  unusual  nature  of  the  contract  such  approximation 
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is  not  reasonably  close  to  the  full  value,  by  adding  to  the  interpolated 
terminal  reserve  at  tlie  date  of  the  gift  the  proportionate  part  of  the 
gross  premium  last  paid  before  the  date  of  the  gift  which  covers  the 
period  extending  beyond  that  date. 

The  examples  given  below,  so  far  as  relating  to  life  insurance 
contracts,  are  of  gifts  of  such  contracts  on  which  there  are  no  accrued 
dividends  or  outstanding  indebtedness. 

Example:  A  donor  purchases  from  a  life  insurance  company  for 
the  benefit  of  another  a  life  insurance  contract  or  a  contract  for  the 
payment  of  an  annuity ;  the  value  of  the  gift  is  the  cost  of  the  contract. 

Example:  An  annuitant,  having  purchased  from  a  life  insurance 
company  a  single  payment  annuity  contract  by  the  terms  of  which 
he  was  entitled  to  receive  payments  of  $1,200  annually  for  the  dura- 
tion of  his  life,  five  years  subsequent  to  such  purchase,  and  when  of 
the  age  of  50  years,  gratuitously  assigns  the  contract.  The  value 
of  the  gift  is  the  amount  which  the  company  would  charge  for  an 
annuity  contract  providing  for  the  payment  of  $1,200  annually  for 
the  life  of  a  person  50  years  of  age. 

Example:  A  donor  owning  a  Ufe  insurance  pohcy  on  which  no 
further  payments  are  to  be  made  to  the  company  (e.  g.,  a  single 
premium  policy  or  paid-up  policy)  makes  a  gift  of  the  contract.  The 
value  of  the  gift  is  the  amount  which  the  company  would  charge 
for  a  single  premium  contract  of  the  same  specified  amount  on  the 
life  of  a  person  of  the  age  of  the  insured. 

Example:  A  gift  is  made  four  months  after  the  last  premium  due 
date  of  an  ordinary  hfe  insurance  poUcy  issued  nine  years  and  four 
months  prior  to  the  gift  thereof  by  the  insured/who  was  35  years  of 
age  at  date  of  issue.  The  gross  annual  premium  is  $2,811.  The 
computation  follows: 

Terminal  reserve  at  end  of  tenth  year $14,  601.  GO 

Terminal  reserve  at  end  of  ninth  year 12,  965.  GO 

Inereafie i^  636.  00 

One-third  of  such  increase  (the  gift  having  been  made  four  months 

following  the  last  preceding  premium  due  date),  is $545.  33 

Terminal  reserve  at  end  of  ninth  year _ 12  965.  00 

Interpolated  terminal  reserve  at  date  of  gift 13  510.  33 

Two-thirds  of  gross  premium  ($2,811) _ 1'  374  qO 

Value  of  the  gift 15^  334  33 
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Table  A 


TdblCf  single  Zi/c,  4  P^r  cent,  showing  the  present  worth  of  an  annuity,  or  a  life  interest, 

and  of  a  reversionary  interest 
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1 

2 
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Reversion,  or 

Annuity,  or 

Reversion,  or 

present  value 

present  value 

present  value 

present  value 
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of  $1  due  at 

of  $1  due  at 

of  $1  due  at 
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the  end  of  each 

the  end  of  the 

Ago 

the  end  of  each 

the  end  of  the 

year  during  the 

year  of  death  of 

year  during  the 

year  of  death  of 

life  of  a  person 

a  person  of  speci- 

life of  a  person 

a  person  of  speci- 

of specified  age 

fied  age 

of  specified  age 

fied  age 

Annuity 

Reversion 

Annuity 

Reversion 

0 

$14.  72829 

$0.  39507 

51 

$12  17919 

$0  49311 

1 

17.  30771 

.  29586 

52 

11.88408 

.  50446 

2 

18.  69578 

.  24247 

53 

11.  58531 

.  51595 

3 

19.  15901 

.  22465 

54 

11.  28325 

.  52757 

4 

19.  41226 

.  21491 

55 

10.  97789 

.  53931 

5 

19.  55301 

.  20950 

56 

10.  66982 

.55116 

6 

19.  61731 

.  20703 

57 

10.  35931 

.  56310 

7 

19.  62502 

.  20673 

58 

10  04630 

.  57514 

8 

19.  61097 

.  20727 

59 

9.  73131 

.  58726 

9 

19.  53413 

.  21022 

60 

9.  41474 

.  59943 

10 

19.  45359 

.  21332 

61 

9.  09765 

.61163 

11 

19.  36943 

.  21656 

62 

8.  78052 

.  62383 

12 

19.  28184 

.  21993 

63 

8.  46412 

.  63600 

13 

19.  19065 

.  22344 

64 

8.  14888 

.  64812 

14 

19.  09590 

.  22708 

65 

7.  83552 

.  66017 

15 

18.  99764 

.  23086 

66 

7.  52476 

.  67212 

16 

18.  89569 

.  23478 

67 

7.  21699 

.  68397 

17 

18.  79010 

. 23884 

68 

6.  91298 

.  69565 

18 

18.  68070 

.  24305 

69 

6.  61301 

.  70719 

19 

18.  56751 

.  24740 

70 

6.  31716 

.  71857 

20 

18.45038 

.  25191 

71 

6.  02612 

.  72976 

21 

18.  32932 

.  25656 

72 

5.  74003 

.  74077 

22 

18.  20416 

.  26138 

73 

5.  45928 

.  75157 

23 

18.  07471 

.  26636 

74 

5.  18402 

.  76215 

24 

17.  94097 

.  27150 

75 

4.  91463 

.  77251 

25 

17.  80274 

.  27682 

76 

4.  65125 

.  78264 

26 

17.  65984 

.  28231 

77 

4.  39383 

.  79254 

27 

17.  51224 

.  28799 

78 

4.  14286 

.  80220 

28 

17.  35968 

.  29386 

79 

3.  89858 

.81159 

29 

17.  20225 

.  29991 

80 

3.  66071 

.  82074 

30 

17.  03961 

.  30617 

81 

3.  42900 

.  82965 

31 

16.  87176 

.  31262 

82 

3.  20258 

.83836 

32 

16.  69846 

.  31929 

83 

2.  98024 

.  84691 

33 

16.  51964 

.  32617 

84 

2.  76106 

.  85534 

34 

16.  33503 

.  33327 

85 

2.  54366 

.  86371 

35 

16.  14437 

.  34060 

86 

2.  32795 

.  87200 

36 

15.  94755 

.  34817 

87 

2.  11384 

.  88024 

37 

15.  74427 

.  35599 

88 

1.  90115 

.  88842 

38 

15.  53421 

.  36407 

89 

1.  69107 

.  89650 

39 

15.  31722 

.  37241 

90 

1.  48540 

.  90441 

40 

15.  09295 

.  38104 

91 

1.  28432 

.91214 

41 

14.  86102 

.  38996 

92 

1.  09024 

.  91961 

42 

14.  62122 

.  39918 

93 

.  90647 

.  92667 

43 

14.  37356 

.  40871 

94 

.  73687 

.  93320 

44 

14.  11860 

.  41852 

95 

.  68435 

.  93906 

45 

13.  85713 

.  42857 

96 

.  46182 

.  94378 

46 

13.  58958 

.  43886 

97 

.  36698 

.  94742 

47 

13.  31698 

.  44935 

98 

.  24038 

.  95229 

48 

13.  03942 

.  46002 

99 

.  00000 

.  96154 

49 

12  75716 

.  47088 

50 

12  47032 

.  48191 
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Table  B 

Table  showing  the  present  worth  at  4  per  cent  of  an  annuity  for  a  term  certain,  and 
of  a  reversionary  interest  postponed  for  a  term  certain 


1 

Num- 
ber of 
years 

9 

Present  worth  of 

anannuity  of  $1, 

payable  at  the 

end  of  each  year, 

for  a  certain 
number  of  years 

3 

Present  worth  of 

$1,  payable  at  the 

end  of  a  certain 

number  of  years 

1 

Num- 
ber of 
years 

2 

Present  worth  of 

anannuity  of  $1, 

payable  at  the 

end  of  each  year, 

for  a  certain 
number  of  years 

8 

Present  worth  of 

$1,  payable  at  the 

end  of  a  certain 

number  of  years 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

16 

Annuity 

$0.  96154 

1.  88609 

2.  77509 

3.  62989 

4.  45182 

5.  24214 

6.  00205 

6.  73274 

7.  43533 

8.  11089 

8.  76047 

9.  38507 
9.  98565 

10.  56312 

11.  11839 

Reversion 
$0.  961538 
.  924556 
.  888996 
.  854804 
.  821927 
.  790314 
.  759918 
.  730690 
.  702587 
.  675564 
.  649581 
.  624597 
.  600574 
.  677476 
.  655265 

16 
17 
18 
19 
20 
21 
22 
23 
24 
26 
26 
27 
28 
29 
30 

AnnuUy 
$11.  65229 
12.  16567 

12.  65929 

13.  13394 

13.  59032 

14.  02916 
14.45111 

14.  85684 

15.  24696 
15.  62208 

15.  98277 

16.  32958 
16.  66306 

16.  98371 

17.  29203 

Reversion 
$0.  633908 
.  613373 
.  493628 
.  474642 
.  456387 
.  438834 
.  421955 
.  405726 
.  390121 
.375117 
.  360689 
. 346816 
.  333477 
.  320651 
.  308319 

SEC.  507.  RETURNS. 

(a)  Requirement.— Any  individual  who  within  the  calendar  year 
1932  or  any  calendar  year  thereafter  makes  any  transfers  by  gift  (except 
those  which  under  section  504  aie  not  to  be  included  in  the  total  amount 
of  gifts  for  such  year)  shall  make  a  return  under  oath  in  duplicate.  The 
return  shall  set  forth  (1)  each  gift  made  during  the  calendar  year  which 
under  section  504  is  to  be  included  in  computing  net  gifts;  (2)  the  deduc- 
tions claimed  and  allowable  under  section  505;  (3)  the  net  gifts  for  each 
of  the  preceding  calendar  years;  and  (4)  such  further  information  as  may 
be  required  by  regulations  made  pursuant  to  law. 

(b)  Time  and  place  for  filing.— The  return  shall  be  filed  on  or  before 
the  15th  day  of  March  following  the  close  of  the  calendar  year  with  the 
collector  for  the  district  in  which  is  located  the  legal  residence  of  the 
donor,  or  if  he  has  no  legal  residence  in  the  United  States,  then  (unless 
the  Commissioner  designates  another  district)  with  the  collector  at 
Baltimore,  Maryland. 

Art.  20.  Persons  required  to  file  return.— Any  individual  resident 
or  citizen  of  the  United  States  who  within  that  portion  of  the  calen- 
dar year  1932  subsequent  to  June  G,  1932,  or  within  any  calendar 
year  thereafter,  made  a  transfer  by  gift  to  any  one  donee  which  ex- 
ceeded $5,000  in  value  (or  regardless  of  value  if  the  gift  was  of  a 
future  interest)  must  file  a  gift  tax  return  on  Form  709.  A  nonresi- 
dent alien  who  made  such  a  gift  must  also  file  a  return  on  Form  709 
if  the  subject  of  the  gift  consisted  of  property  situated  in  the  United 
States.  The  return  is  required  even  though  because  of  authorized 
deductions  (the  specific  exemption,  in  the  case  of  a  resident  or  citizen, 
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and  charitable,  public,  and  similar  gifts)  no  tax  may  be  payable. 
Individuals  only  are  required  to  file  returns  as  donors,  and  not  trusts, 
estates,  partnerships,  or  corporations. 

If  the  donor  dies  before  filing  his  return,  the  executor  of  his  will  or 
the  administrator  of  his  estate  shall  file  the  return.  If  the  donor 
becomes  legally  incompetent  before  filing  his  return,  his  guardian  or 
committee  shall  file  the  return. 

The  return  shall  not  be  made  by  an  agent  unless  by  reason  of 
illness,  absence,  or  nonresidence,  the  person  liable  for  the  return  is 
unable  to  make  it  within  the  time  prescribed.  Mere  convenience  is 
not  sufiicient  reason  for  authorizing  an  agent  to  make  the  return. 
If  by  reason  of  illness,  absence,  or  nonresidence,  a  return  is  made  by 
an  agent,  such  return  must  be  ratified  within  a  reasonable  time  by 
the  donor  or  other  person  liable  for  its  filing;  otherwise  the  return 
filed  by  the  agent  will  not  be  considered  the  return  required  by  the 
statute.  Supplemental  data  may  be  submitted  at  the  time  of  rati- 
fication. The  ratification  must  be  in  the  form  of  an  affidavit,  filed 
with  the  Commissioner,  and  must  specifically  state  that  the  return 
made  by  the  agent  has  been  carefully  examined  and  that  the  affiant 
ratifies  such  return  as  his  own. 

Art.  21.  Donees  and  trustees  required  to  file  notice  of  gifts.— 
All  donees  and  trustees  (except  such  organizations,  etc.,  referred  to 
in  section  505  and  article  13)  receiving  property  transferred  by  gift 
in  any  one  calendar  year,  shall  file  a  notice  on  Form  710,  unless  the 
value  of  the  gift,  or  the  aggregate  value  of  all  the  gifts,  to  the  donee 
or  to  any  one  of  the  beneficiaries  of  the  trust  is  $5,000,  or  less,  and  the 
subject  of  the  gift  is  not  a  future  interest  in  property.  Copies  of  this 
form  may  be  obtained  from  any  United  States  collector  of  internal 
revenue  upon  application.  When  a  gift  is  made  in  trust  notice  thereof 
should  be  filed  by  either  the  beneficiary  of  the  trust  or  the  trustee, 
but  in  such  case  one  notice  only  is  required.  If  property  is  trans- 
ferred in  trust  and  the  donor  retains  a  power  over  the  property,  the 
notice  (which  is  for  information  purposes  only)  should  be  filed  even 
though  it  is  considered  that  such  power  constitutes  a  retention  of 
beneficial  dominion  and  control  and  that  by  reason  thereof  the  transfer 
is  not  a  gift  within  the  meaning  of  the  statute.  The  notice  shall  be 
filed  in  duplicate  with  the  collector  for  the  district  in  which  the  donor 
resides,  or  with  the  Commissioner  of  Internal  Revenue  at  Washing- 
ton, D.  C,  on  or  before  the  15th  day  of  March  following  the  close  of 
the  calendar  year  in  which  the  transfer  was  made.  The  notice  shall 
disclose  the  following  information:  (1)  Name  and  address  of  donor, 
(2)  date  of  transfer,  (3)  a  general  description  of  the  property 
transferred,  and  (4)  the  approximate  value  thereof  at  the  date  of  the 
transfer. 
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Art.  22.  Time  and  place  of  filing  return. — Gift  tax  returns  must 
be  filed  in  duplicate  on  or  before  the  15th  day  of  March  following  the 
close  of  the  calendar  year  in  which  gifts  were  made.  The  return  shall 
be  filed  with  the  collector  of  internal  revenue  for  the  district  in  which 
is  located  the  legal  residence  of  the  donor,  or,  if  he  has  no  legal  resi- 
dence in  the  United  States,  then,  unless  the  Commissioner  otherwise 
designates,  with  the  collector  of  internal  revenue  at  Baltimore,  Md. 
When  the  due  date  for  the  filing  of  the  return  falls  on  a  Sunday  or  a 
legal  holiday,  the  due  date  will  be  the  day  next  following  which  is  not 
a  Sunday  or  a  legal  holiday.  If  placed  in  the  mails,  the  return  should 
be  posted  in  ample  time  to  reach  the  collector's  office,  under  ordinary 
handling  of  the  mails,  on  or  before  the  date  on  which  the  return  is 
required  to  be  filed.  If  a  return  is  made  and  so  placed  in  the  mails, 
properly  addressed,  and  postage  paid,  in  ample  time  to  reach  the 
office  of  the  collector  on  or  before  the  due  date,  no  penalty  will  attach 
should  the  return  not  be  actually  received  by  such  officer  until  sub- 
sequent to  that  date.  As  to  additions  to  the  tax  in  the  case  of  failure 
to  file  a  return  within  the  period  prescribed,  see  section  619  and 
article  52. 

Section  3176,  Revised  Statutes,  as  amended  by  section  619(d), 
Revenue  Act  of  1928,  provides: 

*  *  *  If  the  failure  to  file  a  return  (other  than  a  return  of  income 
tax)  or  a  list  is  due  to  sickness  or  absence,  the  coUector  may  allow  such 
time,  not  exceeding  30  days,  for  making  or  filing  the  return  or  list  as  he 
deems  proper.     *     *     * 

Such  extension  may  be  granted  either  before  or  after  the  due  date. 
An  extension  of  time  for  filing  the  return  does  not  in  itself  operate 
to  extend  the  time  for  the  payment  of  the  tax. 

Art.  23.  Form  of  return. — The  return  must  be  made  on  Form  709, 
copies  of  which  will  be  suppUed  by  the  collector  upon  appUcation. 
The  return  must  be  filed  in  duplicate  and  under  oath,  and  therein 
must  be  fisted  and  set  forth  all  gifts  (other  than  future  interests  in 
property)  made  by  the  donor  during  the  calendar  year  to  any  one 
person  to  the  extent  that  the  aggregate  value  thereof  exceeds  $5,000 
and  all  gifts  of  future  interests  in  property  without  regard  to  the 
value  thereof.  The  return  shall  also  set  forth  the  fair  market  value 
of  all  gifts  not  made  in  money,  including  gifts  resulting  from  sales 
and  exchanges  of  property  made  for  less  than  an  adequate  and  full 
consideration  in  money  or  money's  worth  (see  article  8),  giving  the 
fair  market  value  of  the  property  sold  or  exchanged  and  that  of  the 
consideration  received  by  the  donor,  both  as  of  the  date  of  sale  or 
exchange.  The  deductions  claimed  must  also  be  fuUy  set  forth. 
The  instructions  printed  on  the  form  of  return  should  be  carefully 
followed.  All  documents  and  vouchers  used  in  preparing  the  return 
should  be  retained  by  the  donor  so  as  to  be  available  for  inspection 
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by  representatives  of  the  Bureau  whenever  required.  Duplicate 
certified  or  verified  copies  of  all  documents  required  by  the  mstruc- 
tions  printed  on  the  form,  or  any  documents  which  the  donor  may 
desire  to  submit,  should  be  filed  with  the  return. 

In  addition  to  the  list  of  gifts  made  during  the  calendar  year  for 
which  the  return  is  filed,  the  return  shall  set  forth  both  the  amount  of 
gifts  (other  than  charitable,  public,  and  similar  gifts)  and  the  amount 
of  specific  exemption  (see  articles  5  and  12)  claimed  and  allowed  for 
each  of  the  preceding  calendar  years.  .    /,,    . 

The  tax,  if  any,  for  the  calendar  year  for  which  the  return  is  faled 
shall  be  computed  and  entered  on  the  return,  as  provided  by  the 

form.     (See  article  5.) 

Art  24.  Description  of  property  listed  on  return.— In  listmg  upon 
the  return  the  property  comprising  the  gifts  made  dunng  the  calen- 
dar  year,  the  description  thereof  should  be  such  that  the  property 
may  be  readily  identified.     Thus,  a  legal  description  should  be  given 
of  each  parcel  of  real  estate,  and  if  located  in  a  city  the  name  of  street 
and  number,  its  area,  and,  if  improved,  a  short  statement  of  the  char- 
acter  of  the  improvements.     Description  of  bonds  should  include  the 
number  transferred,  principal  amouqt,  name  of  obligor,  date  of  ma- 
turity,  rate  of  interest,  date  or  dates  on  which  interest  is  payable, 
series  number  where  there  is  more  than  one  issue,  the  exchange  upon 
which  listed,  or  the  principal  business  office  of  the  corporation,  if 
unlisted.     Description  of  stocks  should  include  number  of  shares, 
whether  common  or  preferred,  and,  if  preferred,  what  issue  thereof, 
par  value,  quotation  at  which  returned,  exact  name  of  corporation, 
and   if  the  stock  is  unlisted,  the  location  of  the  principal  busmess 
office  and  State  in  which  incorporated  and  the  date  of  incorporation. 
If  a  listed  security,  state  principal  exchange  upon  which  sold.     De- 
scription  of  notes  should  include  name  of  maker,  date  on  which  given, 
date  of  maturity,  amount  of  principal,  amount  of  principal  unpaid, 
rate  of  interest  and  whether  simple  or  compound,  and  date  to  which 
interest  has  been  paid.     Description  of  land  contracts   transferred 
should  include  name  of  vendee,  date  of  contract,  description  of 
property,  sale  price,  initial  payment,  amounts  of  installment  pay- 
ments, unpaid  balance  of  principal,  interest  rate  and  date  prior  to 
gift  to  which  interest  has  been  paid.     Description  of  life  msurance 
policies  should  show  the  name  of  the  insurer  and  the  number  of  the 
policy     A  supplemental  statement.  Form  938,  must  be  filed   for 
every  life   insurance   policy.     (See   article   26.)     In   describing   an 
annuity,  the  name  and  address  of  the  issuing  company  should  be 
given  or  if  payable  out  of  a  trust  or  other  fund  such  a  description  as 
will  fully  identify  such  trust  or  fund.     If  the  annuity  is  payable  for 
a  term  of  years,  the  duration  of  the  term  and  the  date  on  which  it 
began  should  be  given,  and  if  payable  for  the  Ufe  of  any  person,  the 
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date  of  birth  of  such  person  should  be  stated.  Judgments  should  be 
described  by  giving  the  title  of  the  cause  and  the  name  of  the  court 
in  which  rendered,  date  of  judgment,  name  and  address  of  judgment 
debtor,  amount  of  judgment,  rate  of  interest  to  which  subject, 
whether  any  payments  have  been  made  thereon,  and,  if  so,  when  and 
in  what  amounts. 

SEC.  508.  RECORDS  AND  SPECIAL  RETURNS. 

(a)  By  donor. — Every  person  liable  to  any  tax  imposed  by  this  title 
or  for  the  collection  thereof,  shall  keep  such  records,  render  under  oath 
Buch  statements,  make  such  returns,  and  comply  with  such  rules  and 
regulations,  as  the  Commissioner,  with  the  approval  of  the  Secretary, 
may  from  time  to  time  prescribe. 

(b)  To  determine  liability  to  tax.— Whenever  in  the  judgment  of  the 
Conmiissioner  necessary  he  may  require  any  person,  by  notice  served 
upon  him,  to  make  a  return,  render  under  oath  such  statements,  or  keep 
Buch  records,  as  the  Commissioner  deems  sufficient  to  show  whether  or 
not  such  person  is  liable  to  tax  under  this  title. 

Art.  25.  Aids  to  determination  and  collection  of  tax. — In  assessing 
and  collecting  gift  taxes,  the  Commissioner  has  the  benefit  of  all  exist- 
ing internal  revenue  laws  in  so  far  as  such  laws  are  applicable.  (See 
section  529.)  The  Commissioner  may  require  any  person  to  keep 
specific  records,  render  under  oath  such  statements,  make  such  re- 
turns, and  comply  with  such  rules  and  regulations,  as  the  Conamis- 
sioner,  with  the  approval  of  the  Secretary,  may  prescribe  in  order 
that  he  may  determine  whether  such  person  is  hable  for  the  tax.  In 
accordance  with  this  provision,  every  individual  shall,  for  the  pur- 
pose of  determining  the  total  amount  of  his  gifts,  keep  such  perma- 
nent books  of  account  or  records  as  are  necessary  to  establish  the 
amount  of  his  total  gifts  (hmited  as  provided  in  section  504  (b)), 
together  with  the  deductions  allowable  in  determining  the  amount  of 
his  net  gifts,  and  the  other  information  required  to  be  shown  in  a 
gift  tax  return. 

Art.  26.  Supplemental  data. — In  order  that  the  Commissioner  may 
determine  the  correct  tax  the  donor  shall  furnish  such  supplemental 
data  as  may  be  deemed  necessary  by  the  Commissioner.  It  is,  there- 
fore, the  duty  of  the  donor  to  furnish  upon  request  copies  of  all  docu- 
ments relating  to  his  gift  or  gifts,  appraisal  fists  of  any  items  included 
in  the  total  amount  of  gifts,  copies  of  balance  sheets,  or  other  finan- 
cial statements  relating  to  the  value  of  stock  constituting  the  gift, 
and  any  other  information  obtainable  by  him  that  may  be  found 
necessary  in  the  determination  of  the  tax.  (See  article  19.)  For 
every  pohcy  of  fife  insurance  fisted  on  the  return,  the  donor  must 
procure  a  statement  from  the  insurance  company  on  Form  938,  in 
accordance  with  instructions  printed  thereon,  and  file  it  with  the  col- 
lector who  receives  the  return.    If  specifically  requested  by  the  Com- 


missioner, the  insurance  company  shall  file  this  statement  direct  with 
the  Bureau. 

Art.  27.  Returns  confidential. — All  gift  tax  returns  are  treated  as 
confidential  and  may  not  be  divulged  to  any  person  other  than  the 
donor  or  his  duly  authorized  agent,  except  as  provided  in  rules  and 
regulations  separately  promulgated.  This  confidential  treatment  ex- 
tends to  records  in  possession  of  the  Bureau,  whether  on  file  \vith  the 
Commissioner,  collector,  or  revenue  agent,  including  information  of  a 
private  nature  submitted  or  obtained  in  connection  with  a  return. 
Internal  revenue  officers  are  not  prohibited  from  disclosing  the  re- 
turned amount  of  any  gift  or  the  amount  of  any  specific  deduction, 
if  such  disclosure  is  necessary  in  order  to  arrive  at  a  correct  determi- 
nation of  the  tax.  This  right  of  disclosure,  however,  does  not  extend 
to  such  information  as  the  total  amount  of  the  gifts,  the  amount  of 
the  tax,  or  other  general  data. 

Art.  28.  Recognition  of  attorneys  and  other  persons  representing 
taxpayers. — For  regulations  governing  the  recognition  of  attorneys, 
agents,  and  other  persons  representing  claimants  before  the  Treasury 
Department,  reference  should  be  made  to  Treasury  Department  Cir- 
cular No.  230,  as  revised,  copies  of  which  may  be  obtained  upon  appU- 
cation  to  the  secretary  of  the  Committee  on  Enrollment  and  Disbar- 
ment, Treasury  Department,  Washington,  D.  C. 

If  an  attorney  or  other  person  asks  a  ruling  on  a  question  of  law 
arising  in  a  specific  case,  the  Commissioner  will  require  satisfactory 
evidence  of  the  right  to  obtain  such  ruling.  Hypothetical  questions, 
however,  can  not  be  answered. 

Art.  29.  No  return  filed,  or  a  false  or  fraudulent  return  filed. — 
Section  3176,  Revised  Statutes,  as  amended  by  section  619  (d).  Reve- 
nue Act  of  1928,  provides: 

If  any  person,  corporation,  company,  or  association  fails  to  make 
and  file  a  return  or  list  at  the  time  prescribed  by  law  or  by  regulation 
made  under  authority  of  law,  or  makes,  willfully  or  otherwise,  a  false 
or  fraudulent  return  or  list,  the  collector  or  deputy  collector  shall 
make  the  return  or  list  from  his  own  knowledge  and  from  such  infor- 
mation as  he  can  obtain  through  testimony  or  otherwise.  In  any  such 
case  the  Commissioner  of  Internal  Revenue  may,  from  his  own  knowl- 
edge and  from  such  information  as  he  can  obtain  through  testimony  or 
otherwise,  make  a  return  or  amend  any  return  made  by  a  collector 
or  deputy  collector.  Any  return  or  list  so  made  and  subscribed  by  the 
Commissioner,  or  by  a  collector  or  deputy  collector  and  approved  by  the 
Commissioner,  shall  be  prima  facie  good  and  sufficient  for  all  legal 
purposes.     *     *     * 

If  a  tax  is  found  to  be  due  upon  such  a  return,  the  donor  shall 
be  Hable  for  penalties  as  well  as  for  the  tax.  For  penalties,  see  sections 
619,  520,  and  525  and  articles  52,  53,  and  58. 
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SEC.  509.  PAYMENT  OF  TAX. 

(a)  Time  of  payment.— The  tax  imposed  by  this  title  shaU  be  paid 
by  the  donor  on  or  before  the  15th  day  of  March  following  the  close  of 

the  calendar  year. 

(b)  Extension  of  time  for  payment.— At  the  request  of  the  donor, 
the  Commissioner  may  extend  the  time  for  payment  of  the  amount 
determined  as  the  tax  by  the  donor,  for  a  period  not  to  exceed  six  months 
from  the  date  prescribed  for  the  payment  of  the  tax.  In  such  case 
t  le  amount  in  respect  of  which  the  extension  is  granted  shall  be  paid 
on  or  before  the  date  of  the  expiration  of  the  period  of  the  extension. 

(c)  Voluntary  advance  payment.— A  tax  imposed  by  this  title,  may 
be  paid,  at  the  election  of  the  donor,  prior  to  the  date  prescribed  for  its 

payment.  j     xu- 

(d)  Fractional  parts  of  cent.— In  the  payment  of  any  tax  under  this 
title  a  fractional  part  of  a  cent  shall  be  disregarded  unless  it  amounts  to 
one-half  cent  or  more,  in  which  case  it  shall  be  increased  to  1  cent. 

(e)  Receipts.— The  collector  to  whom  any  payment  of  any  gift  tax 
is  made  shall,  upon  request,  grant  to  the  person  making  such  payment 
a  receipt  therefor. 

Art.  30.  Date  of  payment.— The  tax  is  required  to  be  paid  by  the 
donor  on  or  before  the  15th  day  of  March  foUowing  the  close  of  the 
calendar  year  in  which  the  gifts  were  made,  unless  an  extension  of 
time  for  payment  thereof  has  been  granted  by  the  Commissioner. 

(See  article  31.) 

Art.  31.  Extension  of  time  for  payment  of  tax  shown  on  return.— 
If  it  is  shown  to  the  satisfaction  of  the  Commissioner  that  the  pay- 
ment of  the  amount  determined  as  the  tax  by  the  donor,  or  any  part 
thereof,  upon  the  due  date  will  result  in  undue  hardship  to  the  donor, 
the  Commissioner,  at  the  request  of  the  donor,  may  grant  an  extension 
of  time  for  the  payment  for  a  period  not  to  exceed  six  months.    The 
extension  will  not  be  granted  upon  a  general  statement  of  hardship. 
The  term  ''undue  hardship"  means  more  than  an  inconvenience  to 
the  donor.    It  must  appear  that  substantial  financial  loss,  for  example, 
due  to  the  sale  of  property  at  a  sacrifice  price,  will  result  to  the  donor 
from  making  payment  of  the  amount  at  the  due  date.    If  a  market 
exists,  the  sale  of  property  at  the  current  market  price  is  not  ordinarily 
considered  as  resulting  in  undue  hardship.     An  application  for  an 
extension  of  time  for  the  payment  of  such  tax  should  be  made  under 
oath  and  must  be  accompanied  or  supported  by  evidence  showing  the 
undue  hardship  that  would  result  to  the  donor  if  the  extension  were 
refused.    A  sworn  statement  of  assets  and  Uabilities  of  the  donor  is 
required  and  should  accompany  the  application.    An  itemized  state- 
ment showing  all  receipts  and  disbursements  for  each  of  the  three 
months  preceding  the  due  date  of  the  tax  shall  also  be  submitted. 
The  application  with  the  evidence  must  be  filed  with  the  collector, 
who  will  at  once  transmit  it  to  the  Commissioner  with  his  recommenda- 
tions as  to  the  extension.    The  Commissioner  wiU  not  consider  an 
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application  for  an  extension  of  time  unless  such  application  is  made 
on  or  before  the  due  date  of  the  tax  for  which  the  extension  is  desired. 
As  a  condition  to  the  granting  of  such  an  extension,  the  Commis- 
sioner may  require  the  donor  to  furnish  a  bond  in  an  amount  not  ex- 
ceeding double  the  amount  of  the  tax.    If  a  bond  is  required,  it  must  be 
filed  with  the  collector  within   10  days  after  notification  by  the 
Commissioner  that  such  bond  is  required.     The  bond,  if  required, 
shall  be  conditioned  upon  the  payment  of  the  tax  and  interest  assessed 
in  connection  therewith  in  accordance  with  the  terms  of  the  extension 
granted,  and  shall  be  executed  by  a  surety  company  holding  a  cer- 
tificate of  authority  from  the  Secretary  of  the  Treasury  as  an  accept- 
able surety  upon  Federal  bonds  and  shall  be  subject  to  the  approval 
of  the  Commissioner.    In  lieu  of  such  surety,  the  bond  may  be  secured 
by  the  deposit  of  Liberty  bonds,  other  bonds  or  notes  of  the  United 
States,  any  pubUc  debt  obUgations  of  the  United  States,  or  any  bonds, 
notes,  or  other  obligations  which  are  unconditionally  guaranteed  as 
to  both  interest  and  principal  by  the  United  States,  equal  in  their  total 
par  value  to  the  amount  of  such  bond.     (See  section  1126  of  the 
Revenue  Act  of  1926,  as  amended  by  section  7  of  H.  R.  4304,  Pubhc, 
No.  3,  Seventy-fourth  Congress.) 

If  an  extension  of  time  for  payment  of  the  tax  is  granted,  the 
amount,  time  for  payment  of  which  is  so  extended,  shall  be  paid  on 
or  before  the  expiration  of  the  period  of  extension,  together  with  inter- 
est at  the  rate  of  6  per  cent  per  annum  on  such  amount  from  the 
date  when  the  payment  should  have  been  made  if  no  extension  had 
been  granted  until  the  expiration  of  the  period  of  the  extension.  (See 
section  521  and  article  54.) 

Art.  32.  Voluntary  advance  payment.— The  gift  tax  may  be  paid 
at  the  election  of  the  donor  prior  to  the  date  prescribed  for  its  pay- 
ment, that  is,  prior  to  the  15th  day  of  March  following  the  close  of 
the  calendar  year  in  which  the  gift  or  gifts  were  made.  No  discount 
will  be  allowed  for  payment  in  advance  of  the  due  date. 

Art.  33.  When  fractional  part  of  cent  may  be  disregarded.— In  the 
payment  of  tax  a  fractional  part  of  a  cent  shall  be  disregarded,  unless 
it  amounts  to  one-half  cent  or  more,  in  which  case  it  shall  be  increased 
to  1  cent.  A  fractional  part  of  a  cent  should  not  be  disregarded  in 
the  computation  of  the  tax. 

Art.  34.  Receipts  for  taxes.— Upon  request  the  collector  will  give 
a  receipt  for  tax  payments.  In  the  case  of  payments  made  by  check 
or  money  order,  the  canceled  check  or  the  money  order  receipt  is 
usually  a  sufilcient  receipt.  In  case  of  payments  in  cash,  however, 
it  might  be  to  the  donor's  interest  to  require  the  collector  to  furnish 

a  receipt. 

Art.  35.  Payment  by  check. — Collectors  may  accept  uncertified 
checks  in  the  payment  of  the  tax,  provided  such  checks  are  collect- 
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ible  at  par — that  is,  for  the  full  amount  without  any  deduction  for 
exchange  or  other  charges.  The  day  on  which  the  check  is  received 
will  be  considered  the  date  of  payment  so  far  as  the  taxpayer  is  con- 
cerned, unless  the  check  is  uncollectible. 

All  expenses  incident  to  the  attempt  to  collect  unhonored  checl^ 
and  their  return  through  the  depositary  bank  must  be  paid  by  the 
drawer  of  the  check  to  the  bank  on  which  it  is  drawn.  (See  section 
3210  of  the  Revised  Statutes,  as  amended,  reenacted  by  section  1128 
(b)  of  the  Revenue  Act  of  1926.)  If  a  check  has  been  returned  uncol- 
lected by  the  depositary  bank,  the  collector  should  proceed  to  collect 
the  tax  as  though  no  check  had  been  given,  and  the  taxpayer  will 
remain  liable  for  payment  of  the  tax  and  for  all  interest,  legal  pen- 
alties, and  additions,  if  any  attach,  to  the  same  extent  as  though 
such  check  had  not  been  tendered.  A  taxpayer  who  tenders  a  certi- 
fied check  in  payment  of  taxes  is  not  released  from  his  obligation 
until  the  check  has  been  paid.  (See  Act  of  March  2,  1911  (36  Stat., 
965).) 

Art.  36.  Donor  liable  for  tax. — The  statute  provides  that  the  donor 
shall  pay  the  tax.  If  the  donor  dies  before  the  tax  is  paid,  his  execu- 
tor or  administrator  shall  make  payment  thereof  to  the  collector.  If 
there  is  no  duly  quaUfied  executor  or  administrator,  the  heirs,  lega- 
tees, devisees,  and  distributees  are  liable  for  and  required  to  pay  the 
tax  to  the  extent  of  the  value  of  their  inheritance,  bequest,  devise,  or 
distributive  share  of  the  donor's  estate.  As  to  the  personal  liability 
of  the  donee,  see  article  37,  and  as  to  that  of  the  executor  or  adminis- 
trator, see  article  72. 

SEC.  510.  LIEN  FOR  TAX. 

The  tax  imposed  by  this  title  shall  be  a  lien  upon  all  gifts  made  dur- 
ing the  calendar  year,  for  ten  years  from  the  time  the  gifts  are  made.  If 
the  tax  is  not  paid  when  due,  the  donee  of  any  gift  shall  be  personally 
liable  for  such  tax  to  the  extent  of  the  value  of  such  gift.  Any  part  of 
the  property  comprised  in  the  gift  sold  by  the  donee  to  a  bona  fide  pur- 
chaser for  an  adequate  and  full  consideration  in  money  or  money's  worth 
shall  be  divested  of  the  lien  herein  imposed  and  the  lien,  to  the  extent 
of  the  value  of  such  gift,  shall  attach  to  all  the  property  of  the  donee 
(including  after-acquired  property)  except  any  part  sold  to  a  bona  fide 
purchaser  for  an  adequate  and  full  consideration  in  money  or  money's 
worth.  If  the  Commissioner  is  satisfied  that  the  tax  liability  has  been 
fully  discharged  or  provided  for,  he  may,  under  regulations  prescribed 
by  him  with  the  approval  of  the  Secretary,  issue  his  certificate,  releasing 
any  or  all  of  the  property  from  the  lien  herein  imposed. 

Art.  37.  lien  for  tax. — A  lien  attaches  upon  all  gifts  made  during 
the  calendar  year  for  the  amount  of  the  tax  imposed  upon  the  gifts 
made  during  such  year.  The  lien  extends  for  a  period  of  10  years 
from  the  time  the  gifts  were  made,  unless  the  tax  is  sooner  paid.  If 
the  tax  is  not  paid  when  due,  the  donee  of  any  gift  becomes  personally 
liable  for  the  tax  to  the  extent  of  the  value  of  his  gift.    Any  part 
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of  property  which  was  the  subject  of  a  gift,  sold  by  the  donee  to  a 
bona  fide  purchaser  for  an  adequate  and  full  consideration  m  money 
or  money's  worth,  is  divested  of  the  lien,  but  a  like  lien  to  the  extent 
of  the  value  of  such  gift  attaches  to  all  the  property  of  the  donee, 
mcluding  after-acquired  property,  except  any  part  sold  to  a  bona 
fide  purchaser  for  an  adequate  and  full  consideration  in  money  or 

money's  worth. 

Art.  38.  Release  of  lien.— The  statute  provides  that,  if  the  Com- 
missioner is  satisfied  that  the  tax  liability  has  been  fully  discharged  or 
provided  for,  he  may  issue  liis  certificate  releasing  any  or  all  prop- 
erty from  the  lien  imposed  thereon.  The  issuance  of  certificates 
releasmg  such  lien  is  a  matter  resting  within  the  discretion  of  the 
Commissioner,  and  certificates  will  be  issued  only  in  case  there  is 
actual  need  therefor.  The  primary  purpose  of  such  release  is  not  to 
evidence  payment  or  satisfaction  of  the  tax  but  to  permit  transfer  of 
property  free  from  the  hen  in  case  it  is  necessary  to  clear  title.  Re- 
ceipts for  payment  of  tax  are  issued  by  the  collector.     (See  article  34.) 

If  the  tax  hability  has  been  fully  discharged,  or  its  discharge  pro- 
vided for  to  the  satisfaction  of  the  Commissioner  by  the  applicant 
for  the  release  of  hen  filing  with  the  collector  a  surety  bond,  a  cer- 
tificate may  then  be  issued  releasing  any  or  all  property  from  the 
Hen  imposed  thereon.     The  tax  will  be  considered  fully  discharged 
only  when  the  return  has  been  examined  and  payment  of  the  tax, 
including  any  deficiency  determined  to  be  due,  has  been  made.     If 
the  tax  liabiUty  has  not  been  fully  discharged,  or  provided  for  as 
above  stated,  no  general  release  will  be  granted,  but  certificates  re- 
leasing the  hen  on  particular  items  of  property  may  be  issued  by  the 
Commissioner,  who  may  require  as  a  prerequisite,  in  such  amount  as 
he  may  designate,  a  partial  payment  of  the  tax,  or  a  surety  bond. 
As  to  the  character  of  surety  bonds  required,  see  article  31.     In  lieu 
of  a  surety  bond,  the  taxpayer  may  file  a  bond  secured  by  the  deposit 
of  Liberty  bonds,  other  bonds  or  notes  of  the  United  States,  any 
public-debt  obfigations  of  the  United  States,  or  any  bonds,  notes, 
or  other  obligations  which  are  unconditionally  guaranteed  as  to  both 
interest  and  principal  by  the  United  States,  equal  in  their  total  par 
value  to  the  amount  of  such  bond.     (See  section  1126  of  the  Revenue 
Act  of  1926,  as  amended  by  section  7  of  H.  R.  4304,  Public,  No.  3, 
Seventy-fourth  Congress.) 

The  application  for  a  release  should  be  filed  with  the  Commissioner, 
should  explain  the  circumstances  that  require  the  release,  and  should 
fully  describe  the  particular  items  for  which  the  release  is  desired. 
If  the  application  is  made  prior  to  the  filing  of  the  return  for  gift 
tax,  an  affidavit  may  be  required  showing  the  value  of  the  property 
to  be  released  from  the  Uen,  the  basis  for  such  valuation,  the  total 
amount  of  gifts  made  during  the  calendar  year  and  the  prior  cal- 
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endar  years  subsequent  to  the  enactment  of  the  Revenue  Act  of  1932, 
the  approximate  value  of  all  real  estate  upon  which  the  hen  has 
attached,  and,  in  case  the  property  is  to  be  sold  or  otherwise  trans- 
ferred, the  name  and  address  of  the  purchaser  or  transferee  and  the 
consideration,  if  any,  paid  or  to  be  paid  by  him. 

SEC.  511.  EXAMINATION  OF  RETURN  AND  DETERMINATION 
OF  TAX. 

As  soon  as  practicable  after  the  return  is  filed  the  Commissioner 
shall  examine  it  and  shall  determine  the  correct  amount  of  the  tax. 

Art.  39.  Examination  of  return  and  determination  of  tax  by  the 
Commissioner. — As  soon  as  practicable  after  returns  arc  filed,  they 
will  be  examined  and  the  amount  of  tax  determined  under  such  pro- 
cedure as  may  be  prescribed  from  time  to  time  by  the  Commissioner. 
(See  section  513  and  article  41.) 

SEC.  512.  DEFINITION  OF  DEFICIENCY. 

As  used  in  this  title  in  respect  of  the  tax  imposed  by  this  title  the 
term  "deficiency"  means — 

(1)  The  amount  by  which  the  tax  imposed  by  this  title  exceeds 
the  amount  shown  as  the  tax  by  the  donor  upon  his  return;  but  the 
amount  so  shown  on  the  return  shall  first  be  increased  by  the  amounts 
previously  assessed  (or  collected  without  assessment)  as  a  deficiency, 
and  decreased  by  the  amounts  previously  abated,  refunded,  or  other- 
wise repaid  in  respect  of  such  tax;  or 

(2)  If  no  amount  is  shown  as  the  tax  by  the  donor  upon  his  return, 
or  if  no  return  is  made  by  the  donor,  then  the  amount  by  which  the  tax 
exceeds  the  amounts  previously  assessed  (or  collected  without  assess- 
ment) as  a  deficiency;  but  such  amounts  previously  assessed,  or  collected 
without  assessment,  shall  first  be  decreased  by  the  amounts  previously 
abated,  refunded,  or  otherwise  repaid  in  respect  of  such  tax. 

Art.  40.  Deficiency  defined. — Section  512,  by  its  definition  of  the 
word  "deficiency,"  provides  a  term  which  will  apply  to  any  amount 
of  tax  determined  to  be  due  in  excess  of  the  amount  of  tax  reported 
by  the  donor  upon  his  return ;  or  in  excess  of  the  amount  reported  by 
the  donor  after  adjustment  made  for  prior  assessments,  abatements, 
credits,  refunds,  or  collections  without  assessment.  In  defining  the 
term  "deficiency"  section  512  recognizes  two  classes  of  cases — one, 
where  the  taxpayer  makes  a  return  showing  some  tax  liability;  the 
other,  where  the  taxpayer  makes  a  return  showing  no  tax  liability, 
or  where  the  taxpayer  fails  to  make  a  return.  Additional  tax  shown 
on  any  so-called  "amended  return"  is  a  deficiency  within  the  meaning 
of  the  Act. 

When  a  donor's  tax  liability  is  considered  for  the  first  time,  the 
deficiency  is  the  excess  of  the  amount  determined  to  be  the  correct 
amount  of  tax  over  the  amount  shown  as  the  tax  by  the  donor  on  his 
return,  or,  if  no  tax  was  reported  by  the  donor,  the  deficiency  is  the 
amount  determined  to  be  the  correct  amount  of  tax.  Subsequent 
information  sometimes  discloses  that  the  amount  previously  deter- 


mined to  be  the  correct  amount  of  tax  is  less  than  the  correct  amount, 
and  that  a  redetermination  of  the  tax  is  necessary.  In  such  a  case, 
the  deficiency  on  redetermination  is  the  excess  of  the  amount  deter- 
mmed  to  be  the  correct  amount  of  tax  over  the  sum  of  the  amount 
of  tax  reported  by  the  donor  and  the  deficiency  assessed  in  connection 
with  the  previous  determination.  If  it  is  a  case  where  no  tax  was 
reported  by  the  donor,  the  deficiency  is  the  excess  of  the  amount 
determined  to  be  the  correct  amount  of  tax  over  the  amount  of  defi- 
ciency assessed  in  connection  with  the  previous  determination.  If 
the  previous  determination  resulted  in  a  credit  or  refund  to  the  tax- 
payer, the  deficiency  upon  the  second  determination  is  the  excess  of 
the  amount  determined  to  be  the  correct  amount  of  tax  over  the 
amount  of  tax  reported  by  the  donor  decreased  by  the  amount  of 
the  credit  or  refund. 

SEC.  513.  'ASSESSMENT  AND  COLLECTION  OF  DEFICIENCIES. 

(a)  Petition  to  Board  of  Tax  Appeals.— If  the  Commissioner  deter- 
mines that  there  is  a  deficiency  in  respect  to  the  tax  imposed  by  this 
title,  the  Commissioner  is  authorized  to  send  notice  of  such  deficiency  to 
the  donor  by  registered  mail.  Within  60  days  after  such  notice  is 
maUed  (not  counting  Sunday  as  the  sixtieth  day),  the  donor  may 
file  a  petition  with  the  Board  of  Tax  Appeals  for  a  redetermination  of 
the  deficiency.  No  assessment  of  a  deficiency  in  respect  of  the  tax 
imposed  by  this  title  and  no  distraint  or  proceeding  in  court  for  its 
collection  shall  be  made,  begun,  or  prosecuted  until  such  notice  has 
been  mailed  to  the  donor,  nor  until  the  expiration  of  such  60-day  period, 
nor,  if  a  petition  has  been  filed  with  the  Board,  until  the  decision  of 
theBoard  has  become  final.  Notwithstanding  the  provisions  of  section 
3224  of  the  Revised  Statutes  the  making  of  such  assessment  or  the 
beginning  of  such  proceeding  or  distraint  during  the  time  such  prohi- 
bition is  in  force  may  be  enjoined  by  a  proceeding  in  the  proper  court. 

For  exceptions  to  the  restrictions  imposed  by  this  subsection  see—. 

(1)  Subsection  (d)  of  this  section,  relating  to  waivers  by  the 

donor; 

(2)  Subsection  (f)  of  this  section,  relating  to  notifications  of 
mathematical  errors  appearing  upon  the  face  of  the  return; 

(3)  Section  514,  relating  to  jeopardy  assessments; 

(4)  Section  516,  relating  to  bankruptcy  and  receiverships;  and 

(5)  Section  1001  of  the  Revenue  Act  of  1926,  as  amended,  relat- 
ing to  assessment  or  collection  of  the  amount  of  the  deficiency 
determined  by  the  Board  pending  court  review. 

(b)  Collection  of  deficiency  found  by  Board.— If  the  donor  files  a 
petition  with  the  Board,  the  entire  amount  redetermined  as  the  defi- 
ciency by  the  decision  of  the  Board  which  has  become  final  shall 
be  assessed  and  shall  be  paid  upon  notice  and  demand  from  the 
collector.  No  part  of  the  amount  determined  as  a  deficiency  by  the 
Commissioner  but  disallowed  as  such  by  the  decision  of  the  Board 
which  has  become  final  shall  be  assessed  or  be  collected  by  distraint 
or  by  proceeding  in  court  with  or  without  assessment. 

(c)  Failure  to  file  petition.— If  the  donor  does  not  file  a  petition 
with   the   Board   within   the   time   prescribed   in   subsection    (a)    the 
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deficiency,  notice  of  which  has  been  mailed  to  the  donor,  shall  be 
assessed,  and  shall  be  paid  upon  notice  and  demand  from  the  collector. 

(d)  Waiver  of  restrictions. — The  donor  shall  at  any  time  have  the 
right,  by  a  signed  notice  in  wTiting  filed  with  the  Commissioner,  to 
waive  the  restrictions  provided  in  subsection  (a)  on  the  assessment  and 
collection  of  the  whole  or  any  part  of  the  deficiency. 

(e)  Increase  of  deficiency  after  notice  mailed. — The  Board  shall  have 
jurisdiction  to  redetermine  the  correct  amount  of  the  deficiency  even 
if  the  amount  so  redetermined  is  greater  than  the  amount  of  the  defi- 
ciency, notice  of  which  has  been  mailed  to  the  donor,  and  to  determine 
whether  any  additional  amount  or  addition  to  the  tax  should  be  assessed, 
if  claim  therefor  is  asserted  by  the  Commissioner  at  or  before  the 
hearing  or  a  rehearing. 

(f)  Further  deficiency  letters  restricted. — If  the  Commissioner  has 
mailed  to  the  donor  notice  of  a  deficiency  as  provided  in  subsection  (a) 
of  this  section,  and  the  donor  files  a  petition  with  the  Board  within  the 
time  prescribed  in  such  subsection,  the  Commissioner  shall  have  no  right 
to  determine  any  additional  deficiency  in  respect  of  the  same  calendar 
year,  except  in  the  case  of  fraud,  and  except  as  provided  in  subsection 
(e)  of  this  section,  relating  to  assertion  of  greater  deficiency  before  the 
Board,  or  in  section  514  (c),  relating  to  the  making  of  jeopardy  assess- 
ments. If  the  donor  is  notified  that,  on  account  of  a  mathematical  error 
appearing  upon  the  face  of  the  return,  an  amount  of  tax  in  excess  of  that 
shown  upon  the  return  is  due,  and  that  an  assessment  of  the  tax  has  been 
or  will  be  made  on  the  basis  of  what  would  have  been  the  correct  amount 
of  tax  but  for  the  mathematical  error,  such  notice  shall  not  be  considered 
(for  the  purposes  of  this  subsection,  or  of  subsection  (a)  of  this  section, 
prohibiting  assessment  and  collection  until  notice  of  deficiency  has  been 
mailed,  or  of  section  528  (c),  prohibiting  credits  or  refunds  after  petition 
to  the  Board  of  Tax  Appeals)  as  a  notice  of  a  deficiency,  and  the  donor 
shall  have  no  right  to  file  a  petition  with  the  Board  based  on  such  notice, 
nor  shall  such  assessment  or  collection  be  prohibited  by  the  provisions 
of  subsection  (a)  of  this  section. 

(g)  Jurisdiction  over  other  calendar  years. — The  Board  in  redeter- 
mining a  deficiency  in  respect  of  any  calendar  year  shall  consider  such 
facts  with  relation  to  the  taxes  for  other  calendar  years  as  may  be  neces- 
sary correctly  to  redetermine  the  amount  of  such  deficiency,  but  in  so 
doing  shall  have  no  jurisdiction  to  determine  whether  or  not  the  tax  for 
any  other  calendar  year  has  been  overpaid  or  underpaid. 

(h)  Final  decisions  of  Board. — For  the  purposes  of  this  title  the  date 
on  which  a  decision  of  the  Board  becomes  final  shall  be  determined 
according  to  the  provisions  of  section  1005  of  the  Revenue  Act  of  1926. 

(i)  Extension  of  time  for  payment  of  deficiencies. — Where  it  is  shown 
to  the  satisfaction  of  the  Commissioner  that  the  payment  of  a  deficiency 
upon  the  date  prescribed  for  the  payment  thereof  will  result  in  undue 
hardship  to  the  donor  the  Commissioner,  with  the  approval  of  the 
Secretary  (except  where  the  deficiency  is  due  to  negligence,  to  intentional 
disregard  of  rules  and  regulations,  or  to  fraud  with  intent  to  evade  tax), 
may  grant  an  extension  for  the  payment  of  such  deficiency  or  any  part 
thereof  for  a  period  not  in  excess  of  eighteen  months,  and,  in  exceptional 
cases,  for  a  further  period  not  in  excess  of  twelve  months.  If  an  exten- 
sion is  granted,  the  Commissioner  may  require  the  donor  to  furnish  a 
bond  in  such  amount,  not  exceeding  double  the  amount  of  the  deficiency, 
and  with  such  sureties,  as  the  Commissioner  deems  necessary,  condi- 


tioned upon  the  payment  of  the  deficiency  in  accordance  with  the  terma 
of  the  extension. 

(j)  Address  for  notice  of  deficiency. — In  the  absence  of  notice  to  the 
Commissioner  under  section  527  (a)  of  the  existence  of  a  fiduciary  rela- 
tionship, notice  of  a  deficiency  in  respect  of  a  tax  imposed  by  this  title, 
if  mailed  to  the  donor  at  his  last  known  address,  shall  be  sufficient  for  the 
purposes  of  this  title  even  if  such  donor  is  deceased,  or  is  under  a  legal 
disability. 

SEC.  501,  REVENUE  ACT  OF  1934.  PERIOD  FOR  PETITION  TO 
BOARD  UNDER  PRIOR  ACTS. 

Section  274(a)  of  the  Revenue  Act  of  1926,  section  308(a)  of  the 
Revenue  Act  of  1926,  section  513  (a)  of  the  Revenue  Act  of  1932,  and 
section  272(a)  of  the  Revenue  Act  of  1928  and  the  Revenue  Act  of 
1932  (relating  to  the  period  during  which  a  taxpayer  may  petition 
the  Board  of  Tax  Appeals  for  redetermination  of  a  deficiency),  are 
amended  by  striking  out  "60  days"  and  inserting  in  lieu  thereof 
"90  days";  by  striking  out  "not  counting  Sunday  as  the  sixtieth  day" 
and  inserting  in  lieu  thereof  "not  counting  Sunday  or  a  legal  holiday  in 
the  District  of  Columbia  as  the  ninetieth  day";  and  by  striking  out 
"60-day"  and  inserting  in  lieu  thereof  "90-day".  The  amendments 
made  by  this  section  shall  apply  only  in  respect  of  notices  mailed  after 
30  days  after  the  date  of  the  enactment  of  this  Act. 

Art.  41.  Assessment  of  deficiency. — If  the  Commissioner  deter- 
mines that  there  is  a  deficiency  in  respect  of  the  tax  he  is  authorized 
to  notify  the  donor  of  the  deficiency  by  registered  mail.  In  the  ab- 
sence of  notice  to  the  Commissioner  under  section  527  (a)  of  the  exist- 
ence of  a  fiduciary  relationship  the  Commissioner  is  authorized  to 
mail  the  notice  of  a  deficiency  to  the  donor  at  his  last  known  address, 
and  such  notice  is  sufficient  even  if  the  donor  is  deceased  or  is  under 
legal  disability.  Within  90  days  after  the  notice  of  deficiency  is 
mailed,  a  petition  may  be  filed  with  the  Board  of  Tax  Appeals  for  a 
redetermination  of  the  deficiency.  In  determining  such  90-day 
period,  Sunday  or  a  legal  hoUday  in  the  District  of  Columbia  is  not  to 
be  counted  as  the  ninetieth  day.  Except  as  stated  in  paragraphs 
numbered  (1),  (2),  (3),  (4),  and  (5)  of  this  article,  no  assessment  of 
deficiency  in  respect  of  the  tax  shall  be  made  until  such  notice  has 
been  mailed  to  the  donor,  nor  until  the  expiration  of  such  90-day 
period,  nor,  if  a  petition  has  been  filed  with  the  Board,  until  the  deci- 
sion of  the  Board  has  become  final.  As  to  the  date  on  which  a  deci- 
sion of  the  Board  of  Tax  Appeals  becomes  final,  see  section  1005  of 
the  Revenue  Act  of  1926  and  section  1101  of  the  Revenue  Act  of  1932. 
If  notice  of  the  deficiency  was  mailed  prior  to  30  days  after  the  date 
of  the  enactment  of  the  Revenue  Act  of  1934,  the  period  for  the  filing 
of  a  petition  with  the  Board  was  60  days  (not  counting  Sunday  as 
the  sixtieth  day)  after  the  mailing  of  the  notice. 

(1)  The  donor  may,  at  any  time,  by  a  signed  notice  in  writing 
filed  with  the  Commissioner,  waive  the  restrictions  on  the  assessment 
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of  the  whole  or  any  part  of  the  deficiency.  The  notice  must  in  all 
cases  be  filed  with  the  Commissioner.  The  filing  of  such  notice  with 
the  Board  does  not  constitute  filing  with  the  Commissioner  within 
the  meaning  of  the  Act.  After  such  waiver  has  been  acted  upon  by 
the  Conmiissioner  and  the  assessment  has  been  made  in  accordance 
with  its  terms,  the  waiver  can  not  be  withdrawn.  After  a  waiver 
of  the  restrictions  on  the  assessment  of  the  deficiency  has  been  filed, 
there  will  be  assessed  at  the  same  time  as  the  assessment  made  in 
accordance  with  the  terms  of  the  waiver  interest  upon  the  tax  so 
assessed  at  the  rate  of  6  per  cent  per  annum  from  the  due  date  of 
the  tax  to  the  thirtieth  day  after  the  filing  of  such  waiver  or  to  the 
date  the  deficiency  is  assessed,  whichever  is  the  earher.  (See  section 
622  and  article  65.) 

(2)  If  a  donor  is  notified  of  an  additional  amount  of  tax  due  on 
accoimt  of  a  mathematical  error  appearing  upon  the  face  of  his 
return,  such  notice  is  not  to  be  considered  as  a  notice  of  deficiency 
and  the  donor  has  no  right  to  file  a  petition  with  the  Board  upon  the 
basis  of  such  notice,  nor  is  the  assessment  of  such  additional  tax 
prohibited  by  the  provisions  of  section  513  (a). 

(3)  If  the  Commissioner  beheves  that  the  assessment  or  collection 
of  a  deficiency  will  be  jeopardized  by  delay,  such  deficiency  shall  be 
assessed  immediately  as  provided  in  section  514.     (See  article  45.) 

(4)  Upon  the  adjudication  of  bankruptcy  of  a  donor  in  any 
bankruptcy  proceeding  or  the  appointment  of  a  receiver  for  a  donor 
in  any  receivership  proceedings  before  any  court  of  the  United  States 
or  of  any  State  or  Territory  or  of  the  District  of  Columbia,  any 
deficiency  determined  by  the  Commissioner  in  respect  of  the  tax  shall 
be  assessed  immediately  irrespective  of  the  provisions  of  section  513 
(a)  if  such  deficiency  has  not  been  assessed  in  accordance  with  the 
law  prior  to  the  adjudication  of  bankruptcy  or  the  appointment  of 
the  receiver.  (See  sections  616  and  524  (b)  (5)  and  articles  47 
and  57.) 

(5)  If  the  Board  renders  a  decision  and  determines  that  there 
is  a  deficiency,  and,  if  the  donor  duly  files  a  petition  for  review 
of  the  decision  by  a  circuit  court  of  appeals  (or  the  Court  of 
Appeals  of  the  District  of  Columbia),  the  filing  of  the  petition  will 
not  operate  as  a  stay  of  the  assessment  of  any  portion  of  the  defi- 
ciency determined  by  the  Board,  imless  he  has  filed  a  bond  with  the 
Board  as  provided  in  section  1001  (c)  of  the  Revenue  Act  of  1926,  as 
amended  by  section  603  of  the  Revenue  Act  of  1928.  If,  in  such 
a  case,  the  necessary  bond  has  not  been  filed  by  the  donor,  the 
amount  determined  by  the  Board  as  a  deficiency  will  be  assessed 
inmiediately  after  the  filing  of  such  petition.  If  the  Commissioner 
files  a  petition  for  review  and  the  donor  has  not  filed  a  petition 
for  review  within  three  months  after  the  decision  of  the  Board  is 


rendered,  the  amount  determined  by  the  Board  as  a  deficiency  will 
be  assessed  immediately  after  the  expiration  of  the  3 -month  period. 
If  the  Commissioner  files  a  petition  for  review,  and  a  similar  peti- 
tion is  filed  by  the  donor,  but  the  bond  required  by  section  1001  (c) 
of  the  Revenue  Act,  amended  as  above  referred  to,  has  not  been  filed 
with  the  Board,  the  deficiency  will  be  assessed  immediately  after  the 
filing  of  the  petition  for  review  by  the  donor. 

If  no  petition  is  filed  with  the  Board  within  the  period  prescribed, 
the  Commissioner  shall  assess  the  amount  determined  by  him  as  the 
deficiency  and  of  which  he  has  notified  the  donor  by  registered  mail. 
In  such  case,  the  Commissioner  will  not  be  precluded  from  determin- 
ing a  further  deficiency  and  notifying  the  donor  thereof  by  registered 
mail.  In  case  a  petition  is  filed  with  the  Board,  the  entire  amount 
redetermined  as  the  deficiency  by  the  decision  of  the  Board  which 
has  become  final  shall  be  assessed  by  the  Commissioner.  If  the 
Commissioner  mails  to  the  donor  notice  of  a  deficiency  and  the 
donor  files  a  petition  with  the  Board  within  the  period  prescribed, 
the  Commissioner  is  barred  from  determining  any  additional  defi- 
ciency for  the  same  taxable  year  except  in  the  case  of  fraud  and 
except  as  provided  in  section  513  (e),  relating  to  the  assertion  of 
greater  deficiencies  before  the  Board,  or  in  section  514,  relating  to 
jeopardy  assessments.     (See  article  45.) 

Art.  42.  Waiver  by  donor  of  restrictions  on  assessment. — If  the 
donor  acquiesces  in  any  proposed,  tentative,  or  final  determination  of 
the  whole  or  any  part  of  the  deficiency,  the  donor  has  the  right  by 
a  signed  notice  in  writing  filed  with  the  Commissioner  to  waive  the 
restrictions  on  the  assessment  and  collection  of  such  whole  or  part 
of  the  deficiency  under  the  provisions  of  section  513  (d)  above  quoted. 
A  form  of  notice  of  such  waiver  for  filing  with  the  Commissioner  will 
be  suppUed  the  donor  upon  notice  of  any  proposed,  tentative,  or 
final  determination  of  a  deficiency.  Filing  of  the  notice  of  waiver 
will  expedite  assessment  and  stop  the  accrual  of  interest  on  the 
amount  assessed  until  after  notice  and  demand  by  the  collector. 
As  to  interest  on  deficiencies,  see  section  522  and  article  55. 

Art.  43.  Collection  of  deficiency. — If  a  deficiency  as  redetermined 
by  a  decision  of  the  Board  which  has  become  final  is  assessed,  or 
the  donor  has  not  filed  a  petition  with  the  Board  and  the  deficiency 
as  determined  by  the  Commissioner  has  been  assessed,  or  the  restric- 
tions upon  the  assessment  and  collection  of  the  whole  or  any  part 
of  the  deficiency  provided  in  subsection  (a)  of  section  513  have  been 
waived  and  an  assessment  made  in  accordance  with  such  waiver, 
the  amount  so  assessed  shall  be  paid  upon  notice  and  demand  from 
the  collector.  As  to  deficiencies  coming  within  the  provisions  of 
sections  514  and  516,  and  section  1001  (c)  of  the  Revenue  Act  of 
1926,  as  amended  by  section  603  of  the  Revenue  Act  of  1928,  relating 
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to  jeopardy  assessments,  bankruptcies  and  receiverships,  and  defi- 
ciencies determined  by  the  Board  pending  court  review,  see  articles 
45,  47,  and  subparagraph  (5)  of  article  41.     As  to  interest  on  defi- 
ciencies, see  section  522  and  article  55.  ^ 
Art.  44.  Extension  of  time  for  payment  of  deficiencies.— If  it  is 
6hown  to  the  satisfaction  of  the  Commissioner  that  the  payment  of  a 
deficiency  upon  the   date  prescribed  for  payment  thereof  would 
result  in  undue  harship  to  the  donor,  the  Commissioner,  with  the 
approval  of  the  Secretary,  may  grant  an  extension  of  time  for  the 
payment  of  the  deficiency  or  any  part  thereof  for  a  period  of  tune 
not  in  excess  of  18  months  and  in  exceptional  cases  for  a  further 
period  not  m  excess  of  12  months.     The  extension  wiU  not  be  granted 
upon  a  general  statement  of  hardship.     The  term  "undue  hardship" 
means  more  than  an  inconvenience  to  the  donor.    It  must  appear 
that  substantial  financial  loss,  for  example,  due  to  the  sale  of  property 
at  a  sacrifice  price,  will  result  to  the  donor  from  making  payment  of 
the  deficiency  at  the  date  prescribed  for  payment.     If  a  market 
exists,  the  sale  of  property  at  the  current  market  price  is  not  ordi- 
narily considered  as  resulting  in  undue  hardship.     The  Act  provides 
that  no  extension  will  be  granted  where  the  deficiency  is  due  to 
neghgence  or  intentional  disregard  of  rules  and  regulations  or  to 
fraud  with  intent  to  evade  tax. 

An  appHcation  for  an  extension  of  time  for  the  payment  of  the 
deficiency  should  be  made  under  oath  on  Form  718  and  must  be 
accompanied  or  supported  by  evidence  showing  the  undue  hardship 
that  would  result  to  the  donor  if  the  extension  were  refused.     A  sworn 
statement  of  assets  and  habihties  of  the  donor  is  required  and  should 
accompany   the   appHcation.     An  itemized  statement  showing   all 
receipts  and  disbursements  for  each  of  the  three  months  preceding 
the  date  prescribed  for  payment  of  the  deficiency  shall  also  be  sub- 
mitted.    The  appHcation  with  the  evidence  must  be  filed  with  the 
coUector,  who  wiU  at  once   transmit  it  to  the  Commissioner  with 
his  recommendation  as  to  the  extension.     When  it  is  received  by 
the  Commissioner,  it  will  be  examined  immediately  and,  if  possible, 
within  30  days  wiU  be  rejected,  approved,  or  tentatively  approved 
subject  to  conditions  of  which  the  donor  will  be  immediately  notified. 
The  Commissioner  wiU  not  consider  an  appHcation  for  an  extension 
of  time  for  the  payment  of  the  deficiency  unless  such  appHcation 
is  made  on  or  before  the  date  prescribed  for  payment  thereof  as  shown 
by  the  notice  and  demand  from  the  coUector,  or  on  or  before  the  date 
prescribed  for  payment  in  any  prior  extension  granted. 

As  a  condition  to  the  granting  of  such  an  extension  the  Commis- 
sioner may  require  the  donor  to  furnish  a  bond  on  Form  718A  in  an 
amount  not  exceeding  double  the  amount  of  the  deficiency.  If  a  bond 
is  required,  it  must  be  filed  with  the  collector  withm  10  days  after 
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notification  by  the  Commissioner  that  such  bond  is  required.  It  shall 
be  conditioned  upon  the  payment  of  the  deficiency,  interest,  and 
additional  amounts  assessed  in  connection  therewith  in  accordance 
with  the  terms  of  the  extension  granted  and  shaU  be  executed  by  a 
surety  company  holding  a  certificate  of  authority  from  the  Secretary 
of  the  Treasury  as  an  acceptable  surety  on  Federal  bonds  and  shall 
be  subject  to  the  approval  of  the  Commissioner.  In  Heu  of  such  a 
bond,  the  donor  may  file  a  bond  secured  by  a  deposit  of  Liberty  bonds, 
other  bonds  or  notes  of  the  United  States,  any  pubUc-debt  obHgations 
of  the  United  States,  or  any  bonds,  notes,  or  other  obligations  which 
are  unconditionally  guaranteed  as  to  both  interest  and  principal  by 
the  United  States,  equal  in  their  total  par  value  to  the  amount  of  the 
bond  required  to  be  furnished.  (See  section  1126  of  the  Revenue  Act 
of  1926  as  amended  by  section  7  of  H.  R.  4304,  PubHc,  No.  3,  Seventy- 
fourth  Congress.)  The  amount  of  the  deficiency  and  additions  thereto 
shall  be  paid  on  or  before  the  expiration  of  the  period  of  the  extension 
without  the  necessity  of  a  notice  and  demand  from  the  collector. 
(See  section  521  (b)  and  article  57.) 

SEC.  514.  JEOPARDY  ASSESSMENTS. 

(a)  Authority  for  making. — If  the  Commissioner  believes  that  the 
assessment  or  collection  of  a  deficiency  will  be  jeopardized  by  delay, 
he  shall  immediately  assess  such  deficiency  (together  with  all  interest, 
additional  amounts,  or  additions  to  the  tax  provided  for  by  law)  and 
notice  and  demand  shall  be  made  by  the  collector  for  the  payment 
thereof. 

(b)  Deficiency  letters. — If  the  jeopardy  assessment  is  made  before 
any  notice  in  respect  of  the  tax  to  which  the  jeopardy  assessment 
relates  has  been  mailed  under  section  513  (a),  then  the  Commissioner 
shall  mail  a  notice  under  such  subsection  within  60  days  after  the 
making  of  the  assessment. 

(c)  Amount  assessable  before  decision  of  Board. — The  jeopardy 
assessment  may  be  made  in  respect  of  a  deficiency  greater  or  less  than 
that  notice  of  which  has  been  mailed  to  the  donor,  despite  the  provisions 
of  section  513  (f)  prohibiting  the  determination  of  additional  deficien- 
cies, and  whether  or  not  the  donor  has  theretofore  filed  a  petition  with 
the  Board  of  Tax  Appeals.  The  Commissioner  shall  notify  the  Board 
of  the  amount  of  such  assessment,  if  the  petition  is  filed  with  the  Board 
before  the  making  of  the  assessment  or  is  subsequently  filed,  and  the 
Board  shall  have  jurisdiction  to  redetermine  the  entire  amount  of  the 
deficiency  and  of  all  amounts  assessed  at  the  same  time  in  connection 
therewith. 

(d)  Amount  assessable  after  decision  of  Board. — If  the  jeopardy 
assessment  is  made  after  the  decision  of  the  Board  is  rendered  such 
assessment  may  be  made  only  in  respect  of  the  deficiency  determined 
by  the  Board  in  its  decision. 

(e)  Expiration  of  right  to  assess. — A  jeopardy  assessment  may  not 
be  made  after  the  decision  of  the  Board  has  become  final  or  after  the 
donor  has  filed  a  petition  for  review  of  the  decision  of  the  Board. 
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(f)  Bond  to  itay  collection. — When  a  jeopardy  assessment  has  been 
made  the  donor,  within  10  days  after  notice  and  demand  from  the  col- 
lector for  the  payment  of  the  amount  of  the  assessment,  may  obtain  a 
stay  of  collection  of  the  whole  or  any  part  of  the  amount  of  the  assess- 
ment by  filing  with  the  collector  a  bond  in  such  amount,  not  exceeding 
double  the  amount  as  to  which  the  stay  is  desired,  and  with  such  sure- 
ties, as  the  collector  deems  necessary,  conditioned  upon  the  payment 
of  so  much  of  the  amount,  the  collection  of  which  is  stayed  by  the 
bond,  as  is  not  abated  by  the  decision  of  the  Board  which  has  become 
final,  together  with  interest  thereon  as  provided  in  section  523  or 
524  (b)  (4). 

(g)  Same — Further  conditions. — If  the  bond  is  given  before  the  donor 
has  filed  his  petition  with  the  Board  under  section  513  (a),  the  bond 
shall  contain  a  further  condition  that  if  a  petition  is  not  filed  within 
the  period  provided  in  such  subsection,  then  the  amount  the  collection 
of  which  is  stayed  by  the  bond  will  be  paid  on  notice  and  demand  at 
any  time  after  the  expiration  of  such  period,  together  with  interest 
thereon  at  the  rate  of  6  per  centum  per  annum  from  the  date  of  the 
jeopardy  notice  and  demand  to  the  date  of  notice  and  demand  under 
this  subsection. 

(h)  Waiver  of  stay. — Upon  the  filing  of  the  bond  the  collection  of  so 
much  of  the  amount  assessed  as  is  covered  by  the  bond  shall  be  stayed. 
The  donor  shall  have  the  right  to  waive  such  stay  at  any  time  in 
respect  of  the  whole  or  any  part  of  the  amount  covered  by  the  bond,  and 
if  as  a  result  of  such  waiver  any  part  of  the  amount  covered  by  the 
bond  is  paid,  then  the  bond  shall,  at  the  request  of  the  donor,  be  pro- 
portionately reduced.  If  the  Board  determines  that  the  amount 
assessed  is  greater  than  the  amount  which  should  have  been  assessed, 
then  when  the  decision  of  the  Board  is  rendered  the  bond  shall,  at  the 
request  of  the  donor,  be  proportionately  reduced. 

(i)  Collection  of  unpaid  amounts. — When  the  petition  has  been  filed 
with  the  Board  and  when  the  amount  which  should  have  been  assessed 
has  been  determined  by  a  decision  of  the  Board  which  has  become 
final,  then  any  unpaid  portion,  the  collection  of  which  has  been  stayed 
by  the  bond,  shall  be  collected  as  part  of  the  tax  upon  notice  and 
demand  from  the  collector,  and  any  remaining  portion  of  the  assess- 
ment shall  be  abated.  If  the  amount  already  collected  exceeds  the 
amount  determined  as  the  amount  which  should  have  been  assessed, 
such  excess  shall  be  credited  or  refunded  as  provided  in  section  528, 
without  the  filing  of  claim  therefor.  If  the  amount  determined  as  the 
amount  which  should  have  been  assessed  is  greater  than  the  amount 
actually  assessed,  then  the  difference  shall  be  assessed  and  shall  be 
collected  as  part  of  the  tax  upon  notice  and  demand  from  the  collector. 

Art.  45.  Jeopardy  assessments. — If  the  Commissioner  believes 
that  the  assessment  or  collection  of  a  deficiency  will  be  jeopardized 
by  delay,  he  is  required  to  assess  such  deficiency  immediately,  together 
with  the  interest  and  other  additional  amounts  provided  by  law.  If 
a  deficiency  is  assessed  on  account  of  jeopardy  after  the  decision  of 
the  Board  of  Tax  Appeals  is  rendered,  the  jeopardy  assessment  may 
be  made  only  with  respect  to  the  deficiency  determined  by  the  Board. 
The  Commissioner  is  prohibited  from  making  a  jeopardy  assessment 
after  a  decision  of  the  Board  has  become  final  (see  section  1005  of 
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the  Revenue  Act  of  1926)  or  after  the  donor  has  filed  a  petition 
for  review  of  the  decision  of  the  Board. 

If  notice  of  a  deficiency  was  mailed  to  the  donor  (see  section  513 
(a)  and  article  41)  before  it  was  discovered  that  delay  would  jeop- 
ardize the  assessment  or  collection  of  the  tax,  a  jeopardy  assessment 
may  be  made  in  an  amount  greater  or  less  than  that  included  in 
the  deficiency  notice.  On  the  other  hand  if  the  assessment  on  account 
of  jeopardy  was  made  without  mailing  the  notice  required  by  section 
513  (a),  as  amended  by  section  501  of  the  Revenue  Act  of  1934,  the 
Commissioner  must  within  60  days  after  the  making  of  the  assessment 
send  the  donor  notice  of  the  deficiency  by  registered  mail.  The  donor 
may  file  a  petition  with  the  Board  for  a  redetermination  of  the  amount 
of  the  deficiency  within  90  days  (not  counting  Sunday  or  a  legal 
holiday  in  the  District  of  Columbia  as  the  ninetieth  day)  after  such 
notice  is  mailed.  If  the  petition  of  the  donor  is  filed  with  the  Board, 
either  before  or  after  the  making  of  the  jeopardy  assessment,  the 
Commissioner  is  required  to  notify  the  Board  of  such  assessment, 
and  the  Board  has  jurisdiction  to  redetermine  the  amount  of  the 
deficiency  together  with  all  other  amounts  assessed  at  the  same  time 
in  connection  therewith.     (See  section  514  (c).) 

After  a  jeopardy  assessment  has  been  made,  the  list  showing  such 
assessment  will  be  immediately  transmitted  to  the  collector.  Upon 
receipt  of  the  list  containing  the  assessment,  the  collector  is  required 
to  send  notice  and  demand  to  the  donor  for  the  amount  of  the 
jeopardy  assessment.  Regardless  of  whether  the  donor  has  filed 
a  petition  with  the  Board,  he  is  required  to  make  payment  of  the 
amount  of  such  assessment  within  10  days  after  the  sending  of  notice 
and  demand  by  the  collector,  unless  before  the  expiration  of  such 
10-day  period  he  files  with  the  collector  a  bond  on  Form  718B  of  the 
character  hereinafter  prescribed.  The  bond  must  be  in  such  amount, 
not  exceeding  double  the  amount  for  wliich  the  stay  is  desired,  as  the 
collector  deems  necessary  and  must  be  executed  by  sureties  satisfac- 
tory to  the  collector.  In  lieu  of  a  surety  bond,  the  taxpayer  may  file 
a  bond  secured  by  the  deposit  of  Liberty  bonds,  other  bonds  or  notes 
of  the  United  States,  any  pubhc-debt  obligations  of  the  United 
States,  or  ajiy  bonds,  notes,  or  other  obligations  which  are  uncondi- 
tionally guaranteed  as  to  both  interest  and  principal  by  the  United 
States,  equal  in  their  total  par  value  to  the  amount  of  such  bond. 
(See  section  1126  of  the  Revenue  Act  of  1926,  as  amended  by  section 
7  of  H.  R.  4304,  Public,  No.  3,  Seventy-fourth  Congress.)  The  bond 
must  be  conditioned  upon  the  payment  of  so  much  of  the  amount, 
the  collection  of  which  is  to  be  stayed  by  the  bond,  as  is  not  abated 
by  a  decision  of  the  Board  wliich  has  become  final,  together  with  the 
interest  on  such  amount  as  may  accrue  under  section  523  and  section 
524  (b)  (4).     If  the  bond  is  given  before  the  donor  has  filed  his  peti- 
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tion  with  the  Board,  it  must  contain  a  further  condition  that  if  a 
petition  is  not  filed  before  the  expiration  of  the  90-day  period  provided 
for  the  fihng  of  such  petition,  the  amount  stayed  by  the  bond  will 
be  paid  upon  notice  and  demand  at  any  time  after  the  expiration  of 
such  period,  together  with  interest  thereon  at  the  rate  of  6  per  cent 
per  annum  from  the  date  of  the  jeopardy  notice  and  demand  to  the 
date  of  the  notice  and  demand  made  after  the  expiration  of  the  90- 
day  period.  If  a  petition  is  not  filed  with  the  Board  within  the  90- 
day  period,  the  collector  wiQ  be  so  advised,  and,  if  collection  of  the 
deficiency  has  been  stayed  by  the  fihng  of  a  bond  within  10  days  after 
the  date  of  jeopardy  notice  and  demand,  he  should  then  give  notice 
and  make  demand  for  payment  of  the  amount  assessed  plus  interest. 
Any  bond  filed  after  the  expu-ation  of  10  days  from  the  date  of  the 
jeopardy  notice  and  demand  is  not  such  a  bond  as  is  contemplated  by 
section  514  (f),  although  the  collector  may  in  his  discretion  accept  the 
bond  and  stay  collection  of  the  deficiency. 

Upon  the  filing  of  a  bond  of  the  character  described  within  10  days 
after  the  date  of  notice  and  demand  for  payment  of  the  amount 
assessed,  the  collection  of  so  much  thereof  as  is  covered  by  the  bond 
will  be  stayed.  The  donor  may  at  any  tune  waive  the  stay  of  col- 
lection of  the  whole  or  any  part  of  the  amount  covered  by  the  bond. 
If  as  a  result  of  such  waiver  any  part  of  the  amount  covered  by  the 
bond  is  paid,  then  the  bond  will  at  the  request  of  the  donor  be  pro- 
portionately reduced. 

After  the  Board  has  rendered  its  decision  and  such  decision  has 
become  final,  the  collector  will  be  notified  of  the  action  taken.  The 
collector  will  then  send  notice  and  demand  for  the  unpaid  portion  of 
the  amount  determined  by  the  Board,  the  collection  of  which  has 
been  stayed  by  the  bond.  The  collector  is  required  to  include  in  the 
notice  and  demand  for  the  unpaid  portion,  interest  at  the  rate  of 
6  per  cent  per  annum  from  the  date  of  the  jeopardy  notice  and 
demand  to  the  date  of  the  notice  and  demand  referred  to  in  this 
paragraph.  If  the  amount  of  the  jeopardy  assessment  is  less  than 
the  amount  determined  by  the  Board,  the  difference,  together  with" 
interest  as  provided  in  section  522,  will  be  assessed,  and  collected  as 
part  of  the  tax  upon  notice  and  demand  from  the  collector.  If  the 
amount  included  in  the  notice  and  demand  made  after  the  decision 
of  the  Board  is  not  paid  within  10  days  after  such  notice  and  demand, 
there  shall  be  collected  as  part  of  the  tax,  interest  as  provided  in 
article  57.  If  the  amount  of  the  jeopardy  assessment  is  m  excess 
of  the  amount  determined  by  the  Board,  the  unpaid  portion  of  such 
excess  will  be  abated.  If  any  part  of  the  excess  amount  has  been 
paid,  it  will  be  credited  or  refunded  to  the  donor  as  provided  in 
section  528.     (See  articles  62-65.) 
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As  to  bankruptcy  and  receivership  cases,  see  sections  516  and 
524  (b)  (5)  and  articles  47  and  57. 

SEC.  515.  CLAIMS  IN  ABATEMENT. 

No  claim  in  abatement  shaU  be  filed  in  respect  of  any  assessment 
in  respect  of  any  tax  imposed  by  this  title. 
Art.  46.  Claims  in  abatement.— Section  515  prohibits  the  filmg  of 
claims  for  abatement  by  donors  in  respect  of  any  assessment  of  gift 
tax  imposed  by  Title  III  of  the  Revenue  Act  of  1932.  This  provision 
does  not  prohibit  the  fifing  of  claims  in  abatement  by  coUectors. 
(See  also  articles  62-64.) 

SEC.  516.  BANKRUPTCY  AND  RECEIVERSHIPS. 

(a)  Immediate  assessment.— Upon  the  adjudication  of  bankruptcy 
of  any  donor  in  any  bankruptcy  proceeding  or  the  appomtment  of  a 
receiver  for  any  donor  in  any  receivership  proceeding  before  any  court 
of  the  United  States  or  of  any  State  or  Territory  or  of  the  District  of     . 
Columbia,  any  deficiency  (together  with  all  interest,  additional  amounts, 
or  additions  to  the  tax  provided  for  by  law)  determined  by  the  Commis- 
sioner in  respect  of  a  tax  imposed  by  this  title  upon  such  donor  shall, 
despite  the  restrictions  imposed  by  section  513  (a)  upon  assessments  be 
immediately  assessed  if  such  deficiency  has  not  theretofore  been  aa- 
■       sessed  in  accordance  with  law.     Claims  for  the  deficiency  and  such 
interest,  additional  amounts  and  additions  to  the  tax  may  be  presented, 
for  adjudication  in  accordance  with  law,  to  the  court  before  which  the 
bankruptcy  or  receivership  proceeding  is  pending,  despite  the  pendency 
of  proceedings  for  the  redetermination  of  the  deficiency  in  pursuance  of 
a  petition  to  the  Board;  but  no  petition  for  any  such  redetermination 
shall  be  filed  with  the  Board  after  the  adjudication  of  bankruptcy  or 
the  appointment  of  the  receiver.  ,   .      i 

(b)  Unpaid  claims.— Any  portion  of  the  claim  allowed  in  such  bank- 
ruptcy or  receivership  proceeding  which  is  unpaid  shall  be  paid  by  the 
donor  upon  notice  and  demand  from  the  collector  after  the  termination 
of  such  proceeding,  and  may  be  collected  by  distraint  or  proceeding  in 
court  within  six  years  after  termination  of  such  proceeding.     Exten- 
sions of  time  for  such  payment  may  be  had  in  the  same  manner  and 
subject  to  the  same  provisions  and  limitations  as  are  provided  m  sec- 
tions 513  (i),  521  (b),  and  524  (b)  (3)  in  the  case  of  a  deficiency  m  a  tax 
imposed  by  this  title. 
Art  47.  Bankruptcy,    proceedings    for    reUef    of    debtors,    and 
receiverships.— During  bankruptcy  proceedings,  or  proceedings  for 
the  rehef  of  debtors  in  Federal  courts  under  sections  74,  77,  and  77B 
of  the  National  Bankruptcy  Act  of  1898,  as  amended,  or  during 
equity  receivership  proceedings  in  either  Federal  or  State  courts,  the 
court  which  makes  the  adjudication  of  bankruptcy,  or  which  approves 
a  debtor's  petition  or  answer  in  a  proceeding  for  reUef  of  debtors,  or 
which  appoints  a  receiver  for  any  donor,  has  control  over  the  assets 
of  such  donor,  and  the  collection  of  taxes  due  can  not  be  made  by 
distraining  upon  such  assets  while  the  bankruptcy,  debtor,  or  receiver- 
ship proceeding  is  pending.    However,  assets  of  a  farmer  who  has 
filed  a  petition  in  a  proceeding  for  reUef  of  debtors  under  section  75 


.^ 


50 

of  the  National  Bankruptcy  Act,  as  amended,  and  assets  acquired  by 
a  bankrupt  or  debtor  in  a  proceeding  for  the  reUef  of  debtors,  sub- 
sequent to  the  adjudication  or  the  approval  of  the  debtor's  petition 
or  answer  in  a  proceeding  for  the  rehef  of  debtors,  which  are  not  in 
control  of  the  bankruptcy  court  may  be  subject  to  distraint. 

Collectors  should,  promptly  after  notice  of  outstanding  liabilities 
against  the  donor  in  bankruptcy,  or  in  proceedings  for  the  relief  of 
debtors,  or  in  receivership,  file  claim  in  the  appropriate  court  whether 
unpaid  taxes  involved  have  been  assessed  or  not,  except  in  cases 
where  departmental  instructions  direct  otherwise;  for  example,  where 
taxes  of  the  bankrupt,  debtor,  or  insolvent  donor  are  secured  by 
sufficient  bond. 

Under  section  3466  and  section  3467,  as  amended,  of  the  Revised 
Statutes  and  section  64  (a)  of  the  National  Bankruptcy  Act,  as 
amended,  taxes  take  priority  over  claims  of  general  creditors  in  cases 
of  bankruptcy,  receivership,  proceedings  for  the  relief  of  debtors,  and 
insolvency,  and  the  trustee,  receiver,  person  in  control  of  the  assets 
of  the  debtor,  or  assignee  may  be  held  personally  liable  for  failure  on 
his  part  to  protect  the  priority  of  the  government  respecting  taxes  of 
w^hich  he  has  notice.  Bankruptcy  courts  have  jurisdiction  under  the 
National  Bankruptcy  Act,  as  amended,  to  determine  all  disputes 
regarding  the  amount  and  validity  of  taxes  of  a  bankrupt  or  of  a 
debtor  in  proceedings  for  the  relief  of  debtors.  Bankruptcy  pro- 
ceedings, proceedings  for  the  rehef  of  debtors,  and  receivership  pro- 
ceedings do  not  foreclose  or  discharge  any  portion  of  the  claim  of  the 
United  States  for  taxes  which  have  been  aUow^ed  by  the  court  having 
jurisdiction  over  the  same  and  which  remain  unsatisfied  after  ter- 
mination of  the  bankruptcy,  debtor,  or  receivership  proceeding. 

Art.  48.  Immediate  assessments  in  bankruptcy,  proceedings  for 
the  relief  of  debtors,  and  receivership  cases. — If  the  Commissioner 
has  determined  that  a  deficiency  is  due  in  respect  of  gift  tax  and  the 
donor  has  filed  a  petition  with  the  Board  of  Tax  Appeals  prior  to  the 
adjudication  of  bankruptcy,  or  the  fiUng  of  a  debtor's  petition  or 
answer  for  relief  in  a  debtor  proceeding  in  a  Federal  court  under  sec- 
tions 74,  75,  and  77  of  the  National  Bankruptcy  Act,  as  amended,  or 
the  approval  of  the  debtor's  petition  or  answer  in  a  debtor's  proceed- 
ing under  section  77B  of  the  National  Bankruptcy  Act,  as  amended, 
or  the  appointment  of  a  receiver,  the  trustee  or  receiver  appointed 
by  the  court  or  the  person  designated  by  order  of  the  court  as  in 
control  of  the  assets  of  the  debtor,  may  prosecute  the  donor's  appeal 
before  the  Board  as  to  that  particular  determination.  In  no  case 
shall  the  petition  be  filed  with  the  Board  for  a  redetermination  of  the 
deficiency  after  the  adjudication  of  bankruptcy,  the  filing  of  a  debtor's 
petition  or  answer  in  a  Federal  court  in  proceedings  for  the  relief  of 
debtors  under  sections  74,  75,  and  77  of  the  National  Bankruptcy 


51 

Act,  as  amended,  the  approval  of  the  debtor's  petition  or  answer  in  a 
debtor  proceedmg  under  section  77B  of  the  National  Bankruptcy 
Act,  as  amended,  or  the  appointment  of  a  receiver. 

Claim  for  the  amount  of  a  deficiency,  even  though  pendmg  before 
the  Board  for  consideration,  may  be  filed  with  a  bankruptcy  or  equity 
court  without  awaiting  final  decision  of  the  Board.  In  case  of  final 
decision  of  the  Board  before  determination  of  the  bankruptcy,  debtor, 
or  receivership  proceeding,  a  copy  of  the  Board's  decision  may  be 
filed  by  the  Commissioner  with  the  bankruptcy  or  equity  court. 

While  the  Commissioner  is  requked  by  section  516  to  make  imme- 
diate assessment  of  any  deficiency,  such  assessment  is  not  a  jeopardy 
assessment  within  the  meaning  of  section  514,  and  consequently  the 
provisions  of  that  section  do  not  apply  to  any  assessment  made  under 
section  516.     Therefore,  the  notice  of  the  deficiency  provided  for  m 
section  514  (b)  will  not  be  mailed.     Although  such  notice  will  not  be 
issued,  nevertheless  a  letter  will  be  sent  to  the  donor,  or  to  the  trustee 
or  receiver  in  the  bankruptcy  proceeding,  the  person  designated  by 
order  of  the  court  as  in  control  of  the  assets  of  the  debtor  m  the 
proceeding  for  the  rehef  of  debtors,  or  receiver  in  the  receivership 
proceedings,  notifying  him  in  detaH  how  the  deficiency  was  computed, 
that  the  deficiency  was  assessed  under  the  provisions  of  section  516, 
that  he  may  furnish  evidence  showing  wherein  the  assessment  is  m- 
correct,  and  that  upon  request  he  wiU  be  granted  a  hearing  with 
respect  to  such  assessment.     If  after  such  evidence  is  submitted  and 
hearing  held  any  adjustment  appears  necessary  in  the  assessment, 
appropriate  action  wiU  be  taken  looking  to  the  submission  of  an 
amended  claim  in  bankruptcy  or  receivership  or  in  proceedmgs  for 
the  reUef  of  debtors.    A  copy  of  the  notification  letter  will  be  attached 
to  the  assessment  Ust  as  the  collector's  authority  for  filing  claim  m  a 
bankruptcy,  debtor,  or  receivership  proceeding  for  the  amount  repre- 
sented by  the  assessment,  plus  interest  at  the  rate  of  6  per  cent  per 
annum  for  the  period  from  the  date  of  filing  claim  by  the  collector 
to  the  date  of  termination  of  the  bankruptcy,  debtor,  or  receivership 
proceeding,  or  to  the  date  of  payment  if  payment  is  made  in  full 
prior  to  such  termination.     At  the  same  time  the  claim  is  filed  with 
a  bankruptcy  or  receivership  court,  the  collector  wiU  send  notice 
and  demand  for  payment  to  the  donor,  together  with  a  copy  of  such 

claim.  -  "       .        1      1        i. 

If  any  portion  of  the  claim  allowed  by  the  court  m  a  bankruptcy 

or  a  receiversliip  proceeding  or  proceeding  for  the  rehef  of  debtors 

remains  unpaid  after  the  termination  of  such  proceeding,  the  collector 

will  send  notice  and  demand  for  payment  thereof  to  the  donor.    Such 

unpaid  portion  with  interest  as  provided  in  article  57  may  be  col- 

lected  from  the  donor  by  distraint  or  proceeding  in  court  within  six 

years  after  the  termination  of  a  bankruptcy,  debtor,  or  receivership 


! 


Ill 


52 

proceeding.  Extensions  of  time  for  the  payment  of  such  unpaid 
amount  may  be  granted  in  the  same  manner  and  subject  to  the  same 
provisions  and  limitations  as  provided  in  the  case  of  a  deficiency. 
(See  article  44.) 

This  article  deals  only  with  immediate  assessments  provided  for  in 
section  516  and  the  procedure  in  connection  with  such  assessments. 

SEC.  517.  PERIOD  OF  LIMITATION  UPON  ASSESSMENT  AND 
COLLECTION. 

(a)  General  rule. — Except  as  provided  in  subsection  (b),  the  amount 
of  taxes  imposed  by  this  title  shall  be  assessed  within  three  years  after 
the  return  wjis  filed,  and  no  proceeding  in  court  without  assessment 
for  the  collection  of  such  taxes  shall  be  begun  after  the  expiration 
of  three  years  after  the  return  was  filed. 

(b)  Exceptions — 

(1)  False  return  or  no  return. — In  the  case  of  a  false  or 
fraudulent  return  with  intent  to  evade  tax  or  of  a  failure  to  file 
a  return  the  tax  may  be  assessed,  or  a  proceeding  in  court  for  the 
collection  of  such  tax  may  be  begun  without  assessment,  at  any  time. 

(2)  Collection  after  assessment. — Where  the  assessment  of 
any  tax  imposed  by  this  title  has  been  made  within  the  statutory 
period  of  limitation  properly  applicable  thereto,  such  tax  may  be 
collected  by  distraint  or  by  a  proceeding  in  court,  but  only  if  begun 
(1)  within  six  years  after  the  assessment  of  the  tax,  or  (2)  prior 
to  the  expiration  of  any  period  for  collection  agreed  upon  in 
writing  by  the  Commissioner  and  the  donor. 

Art.  49.  Period  of  limitation  upon  assessment  of  tax.— The  amount 
of  the  tax  must  be  assessed  within  three  years  after  the  return  was  filed. 
Exceptions  to  this  period  of  limitation  are  as  follows: 

(1)  In  case  of  a  false  or  fraudulent  return  with  intent  to  evade  tax, 
the  tax  may  be  assessed  at  any  time  after  such  false  or  fraudulent 
return  is  filed. 

(2)  In  the  event  the  donor  fails  to  file  a  return,  the  amount  of  tax 
due  may  be  assessed  at  mj  time  after  the  date  prescribed  for  filing  the 
return.  See  section  518  and  article  51  for  provisions  relating  to  the 
suspension  of  the  running  of  the  statute  of  limitations  on  the  making 
of  assessments. 

With  respect  to  the  period  of  limitation  for  assessing  the  amount  of 
the  Hability  of  a  transferee  of  property  of  a  donor,  or  for  assessing  the 
amount  of  the  habihty  of  a  fiduciary  under  section  3467  of  the  Revised 
Statutes,  see  section  526  and  article  60. 

Art.  50.  Period  of  limitation  upon  collection  of  tax. — A  proceeding 
in  court  without  assessment  for  the  collection  of  the  tax  must  bo  begun 
within  three  years  after  the  return  was  filed,  except  that  if  the  donor 
files  a  false  or  fraudulent  return  with  intent  to  evade  tax  or  fails  to 
file  a  return,  a  proceeding  in  court  for  the  collection  of  the  tax  may  be 
begun  at  any  time. 
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In  any  case  in  which  the  tax  has  been  assessed  within  the  statutory 
period  of  Umitation  properly  appUcable  thereto,  a  proceeding  m 
court  or  distraint  for  the  coUection  of  such  tax  may  be  begun  within 
six  years  after  the  assessment  thereof,  or  prior  to  the  expiration  of 
any  period  for  coUection  agreed  upon  in  writing  by  the  Commis- 
sioner andthedonor.  In  determining  therunning  of  the  statute  of  bm- 
itations  in  respect  of  distraint,  the  distraint  shaU  be  considered  to  have 
been  begun,  in  the  case  of  personal  property,  on  the  date  on  which  the 
levy  upon  such  property  is  made,  or,  in  the  case  of  real  property,  on  the 
date  on  which  notice  of  the  time  and  place  of  sale  is  given  to  the  per- 
son  whose  property  it  is  proposed  to  sell. 

See  section  518  and  article  51  for  provisions  relatang  to  the  suspen- 
sion of  the  running  of  the  statute  of  limitations  on  the  beginning  of 
distraint  or  a  proceeding  in  court  for  coUection  of  the  tax. 

SEC.  518.  SUSPENSION  OF  RUNNING  OF  STATUTE. 

The  running  of  the  statute  of  Umitations  provided  in  section  517 
on  the  making  of  assessments  and  the  beginning  of  distraint  or  a  Proceed- 
ing in  court  for  coUection,  in  respect  of  any  deficiency,  shall  (after  the 
mailing  of  a  notice  under  section  613  (a))  be  suspended  for  the  penod 
during  which  the  Commissioner  is  prohibited  from  making  the  assessment 
or  beginning  distraint  or  a  proceeding  in  court  (and  in  any  event  if  a  pro- 
ceeding in  respect  of  the  deficiency  is  placed  on  the  docket  of  the  Board, 
until  the  decision  of  the  Board  becomes  final) .  and  for  60  day s  thereafter. 
Art  51.  Suspension  of  running  of  statute  of  Umitations.— If  a  notice 
of  a  deficiency  has  been  maUed  to  the  donor  under  the  Provisions  of 
section  513  (a),  as  amended  by  section  501  of  the  Revenue  Act  of  1934 
(see  article  41),  then  the  running  of  the  statute  of  hmitations  on  assess- 
ment the  begmning  of  distramt  after  assessment,  or  on  the  beginning 
of  a  proceeding  in  court  after  assessment  or  without  assessment,  in 
respect  of  any  deficiency,  shaU  be  suspended  forthepenod  durmg  which 
the  Commissioner  is  prohibited  from  making  the  assessment  or  begin- 
ning distraint  or  a  proceeding  in  court  (aad  in  any  event,  ^  a,  proceed- 
ing in  respect  of  the  deficiency  is  placed  on  the  docket  of  the  Board, 
untU  the  decision  of  the  Board  becomes  final),  and  for  60  days  there- 
after. 

SEC.  519.  ADDITIONS  TO  THE  TAX  IN  CASE  OF  FAILURE  TO 
FILE  RETURN. 
In  case  of  any  failure  to  make  and  file  a  return  required  by  this 
title,  within  the  time  prescribed  by  law  or  prescribed  by  the  Com- 
missioner in  pursuance  of  law,  25  per  centum  of  the  tax  shall  be  added 
to  the  tax,  except  that  when  a  return  is  filed  after  such  time  and  it  is 
shown  that  the  failure  to  file  it  was  due  to  reasonable  cause  and  not  due 
to  willful  neglect  no  such  addition  shaU  be  made  to  the  tax.     The  amount 
so  added  to  any  tax  shall  be  collected  at  the  same  time  and  m  the  same 
manner  and  a^  a  part  of  the  tax  unless  the  tax  has  been  paid  before  the 
discovery  of  the  neglect,  in  which  case  the  amount  so  added  shall  be 
collected  in  the  same  manner  as  the  tax.     The  amount  added  to  the  tax 
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under  this  section  shall  be  in  lieu  of  the  25  per  centum  addition  to  the 
tax  provided  in  section  3176  of  the  Revised  Statutes,  as  amended. 

SEC.   406,   REVENUE    ACT    OF   1935.  FAILURE    TO    FILE   RE- 
TURNS. 

In  the  case  of  a  failure  to  make  and  file  an  internal-revenue  tax  return 
required  by  law,  within  the  time  prescribed  by  law  or  prescribed  by  the 
Commissioner  in  pursuance  of  law,  if  the  last  date  so  prescribed  for 
filing  the  return  is  after  the  date  of  the  enactment  of  this  Act,  if  a  25 
per  centum  addition  to  the  tax  is  prescribed  by  existing  law,  then  there 
shall  be  added  to  the  tax,  in  lieu  of  such  25  per  centum:  5  per  centum  if 
the  failure  is  for  not  more  than  30  days,  with  an  additional  5  per  centum 
for  each  additional  30  days  or  fraction  thereof  during  which  failure 
continues,  not  to  exceed  25  per  centum  in  the  aggregate. 

Art.  52.  Addition  to  the  tax  for  failure  to  file  return. — For  failure 
to  file  the  return  within  the  time  prescribed,  unless  it  is  filed  after 
such  time  and  the  failure  is  shown  to  have  been  due  to  a  reasonable 
cause  and  not  to  willful  neglect,  a  percentage  of  the  amount  of  the 
tax  will  be  added  thereto  as  follows:  (1)  In  case  the  last  date  pre- 
scribed for  filing  the  return  is  after  August  30,  1935,  5  per  cent  will 
be  added  if  the  failure  is  for  30  days  or  less,  with  an  additional  5  per 
cent  for  each  additional  30  days  or  fraction  thereof  during  which 
failure  continues,  not  to  exceed  25  per  cent  in  the  aggregate.  (2)  In 
case  the  last  date  prescribed  for  filing  the  return  is  on  or  before  August 
30,  1935,  25  per  cent  will  be  added. 

Two  classes  of  delinquents  are  subject  to  this  addition  to  the  tax: 

(a)  Those  who  do  not  file  returns  and  for  whom  returns  are  made 
by  a  collector  or  the  Commissioner,  and 

(6)  Those  who  file  tardy  returns  and  are  unable  to  show  reasonable 
cause  for  the  delay. 

A  donor  who  files  a  tardy  return  and  wishes  to  avoid  the  addition 
to  the  tax  must  make  an  aflfirmative  showing  of  all  facts  alleged  as  a 
reasonable  cause  for  failure  to  file  the  return  on  time  in  the  form  of 
an  affidavit  or  aflBdavits  which  should  be  attached  to  the  return.  If 
affidavits  are  furnished  with  the  return  or  upon  the  collector's  de- 
mand, the  collector,  unless  otherwise  directed  by  the  Commissioner, 
will  forward  the  affidavits  with  the  return,  and,  if  the  Commissioner 
determines  that  the  delinquency  was  due  to  a  reasonable  cause  and 
not  to  wiJlful  neglect,  the  addition  to  the  tax  will  not  be  assessed. 
If  the  donor  exercised  ordinary  business  care  and  prudence  and  was 
nevertheless  unable  to  file  the  return  in  the  prescribed  time,  then  the 
delay  is  due  to  reasonable  cause. 

If  the  addition  to  the  tax  for  delinquency  in  filing  the  return  has 
been  added,  the  amount  so  added  shall  be  collected  in  the  same 
manner  as  the  tax. 

For  addition  to  the  tax  in  case  of  a  deficiency  due  to  fraud  with 
intent  to  evade  tax,  see  section  520  and  article  53.     As  to  the  making 
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of  returns  for  donors  by  collectors  or  the  Commissioner  in  the  case  of 
delinquency  in  filing  a  return,  or  hi  the  case  of  a  false  or  fraudident 
return,  see  section  3176  of  the  Revised  Statutes,  as  amended  by  section 
1103  of  the  Revenue  Act  of  1926,  and  by  section  619  (d)  of  the 
Revenue  Act  of  1928. 

SEC.  520.  ADDITIONS  TO  THE  TAX  IN  CASE  OF  DEFICIENCY. 

(a)  Negligence.— If  any  part  of  any  deficiency  is  due  to  negligence, 
or  intentional  disregard  of  rules  and  regulations  but  without  intent 
to  defraud,  6  per  centum  of  the  total  amount  of  the  deficiency  (in 
addition  to  such  deficiency)  shall  be  assessed,  collected,  and  paid  in  the 
same  manner  as  if  it  were  a  deficiency,  except  that  the  provisions  of 
section  622,  relating  to  interest  on  deficiencies,  shall  not  be  appUcable. 

(b)  Fraud.— If  any  part  of  any  deficiency  is  due  to  fraud  with  intent 
to  evade  tax,  then  50  per  centum  of  the  total  amount  of  the  deficiency 
(in  addition  to  such  deficiency)  shall  be  so  assessed,  collected,  and  paid, 
in  Ueu  of  the  50  per  centum  addition  to  the  tax  provided  in  section 
3176  of  the  Revised  Statutes,  as  amended. 

Art.  53.  Additions  to  the  tax  in  case  of  deficiency.— If  any  part  of 
any  deficiency  is  due  to  negligence,  or  intentional  disregard  of  rules 
and  regulations,  5  per  cent  of  the  total  amount  of  the  deficiency  shall 
be  added  to  the  deficiency.  If  the  negligence,  or  intentional  dis- 
regard  of  rules  and  regulations,  was  without  intent  to  defraud,  the 
added  amount  will  be  assessed,  collected,  and  paid  in  the  same  maimer 
as  the  deficiency,  except  that  such  added  amount  will  not  be  subject 
to  the  interest  provisions  of  section  622.     (See  article  55.) 

If  any  part  of  the  deficiency  is  due  to  fraud  with  intent  to  evade 
tax,  60  per  cent  of  the  total  amount  of  the  deficiency,  in  addition  to 
the'  deficiency,  will  be  assessed  and  collected  and  should  be  paid  in 
the  same  manner  as  the  deficiency.  The  50  per  cent  addition  to  the 
tax  provided  by  section  520  (b)  is  in  Heu  of  the  penalty  imposed  by 
section  3176  of  the  Revised  Statutes,  as  amended. 

For  penalties  other  than  additions  to  the  tax  for  willful  attempts 
to  evade  or  defeat  the  tax,  see  section  525  and  article  58. 

SEC.  521.  INTEREST  ON  EXTENDED  PAYMENTS. 

(a)  Tax  shown  on  return.— If  the  time  for  payment  of  the  amount 
determined  as  the  tax  by  the  donor  is  extended  under  the  authority 
of  section  509  (b),  there  shall  be  collected  as  a  part  of  such  amount, 
interest  thereon  at  the  rate  of  6  per  centum  per  annum  from  the  date 
when  such  payment  should  have  been  made  if  no  extension  had  been 
granted,  until  the  expiration  of  the  period  of  the  extension. 

(b)  Deficiency.— In  case  an  extension  for  the  payment  of  a  deficiency 
is  granted,  as  provided  in  section  513  (i),  there  shaU  be  collected,  as 
a  part  of  the  tax,  interest  on  the  part  of  the  deficiency  the  time  for 
payment  of  which  is  so  extended,  at  the  rate  of  6  per  centum  per 
annum  for  the  period  of  the  extension,  and  no  other  interest  shaU  be 
collected  on  such  part  of  the  deficiency  for  such  period^ 

Art.  54.  Interest  on  extended  payments.— In  case  an  extension 
of  time  has  been  granted  for  paying  any  portion  of  the  tax  shown  by 
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the  donor  upon  his  return,  the  statute  requires  the  imposition  of 
interest  upon  the  amount,  the  time  for  payment  of  which  has  been 
extended,  at  the  rate  of  6  per  cent  per  annum  from  the  date  upon 
which  such  payment  should  have  been  made  (the  15th  day  of  March 
following  the  close  of  the  calendar  year)  to  the  expiration  of  the  period 
of  the  extension. 

If  an  extension  of  time  for  paying  the  deficiency,  or  any  portion 
thereof,  has  been  granted,  section  521  (b)  requires  the  imposition  of 
interest  upon  the  amount,  the  time  for  payment  of  which  has  been 
extended,  at  the  rate  of  6  per  cent  per  annum  for  the  period  of  the 
extension,  i.  e.,  from  the  date  prescribed  for  the  payment  (10  days 
after  the  date  of  the  notice  and  demand)  to  the  expiration  of  the  period 
of  the  extension. 

For  provisions  relating  to  interest  in  case  the  amount,  the  time  for 
payment  of  which  has  been  extended,  is  not  paid  on  or  before  the  ex- 
piration of  the  period  of  the  extension  granted,  see  article  57. 

Example:  A  deficiency  in  tax  amounting  to  $500  was  determined  and 
assessment  thereof  made  on  the  15th  day  of  July,  the  due  date  of  the 
tax  being  March  15  preceding.  The  amount  of  the  assessment  in  this 
instance  is  $500,  plus  interest  thereon  at  6  per  cent  per  annum  from 
and  including  March  16  to  and  including  July  15,  amounting  to 
$10.03,  computed  upon  the  basis  of  365  days  to  the  year  (or  366  days 
in  a  leap  year),  or  a  total  assessment  of  $510.03,  which  thereupon 
becomes  the  amount  of  the  deficiency.  The  date  of  the  notice  and 
demand  by  the  collector  for  payment  was  August  1  following  the 
assessment.  Within  10  days  thereafter  $255.02  was  paid  and  request 
was  made  for  an  extension  of  time  for  paying  the  balance  of  the 
deficiency  ($255.01),  and  an  extension  from  August  11  to  and  includ- 
ing February  1 1  was  granted  for  the  payment  thereof.  This  amount 
bears  interest  at  6  per  cent  per  annum  for  the  period  of  the  extension, 
amounting  to  $7.71.    The  remaining  liabihty  is,  therefore,  $262.72. 

SEC.  522.  INTEREST  ON  DEFICIENCIES. 

Interest  upon  the  amount  determined  as  a  deficiency  shall  bo  assessed 
at  the  same  time  as  the  deficiency,  shall  be  paid  upon  notice  and  demand 
from  the  collector,  and  shall  be  collected  as  a  part  of  the  tax,  at  the 
rate  of  6  per  centum  per  annum  from  the  due  date  of  the  tax  to  the 
date  the  deficiency  is  assessed,  or,  in  the  case  of  a  waiver  under  sec- 
tion 513  (d),  to  the  thirtieth  day  after  the  filing  of  such  waiver  or  to 
the  date  the  deficiency  is  assessed  whichever  is  the  earlier. 

Art.  55.  Interest  on  deficiencies. — The  statute  provides  that  the 
deficiency  shall  bear  interest  at  the  rate  of  6  per  cent  per  annum  from 
the  due  date  of  the  tax  (the  15th  day  of  March  following  the  close 
of  the  calendar  year)  to  the  date  the  deficiency  is  assessed,  except  in 
the  case  of  a  waiver  of  the  restrictions  against  the  assessment  and 
collection  of  the  deficiency,  and  that  such  interest  shall  be  assessed 
at  the  same  time  as  the  deficiency  and  shall  be  collected  as  part  of  the 
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tax.  The  deficiency  in  respect  to  which  the  restrictions  against  the 
assessment  and  collection  are  waived  under  the  provisions  of  sec- 
tion 513  (d)  bears  interest  at  the  rate  of  6  per  cent  per  annum  from 
the  due  date  of  the  tax  to  the  thirtieth  day  after  the  fiUng  of  such 
waiver  or  to  the  date  the  deficiency  is  assessed,  wliichever  is  the 
earlier.  The  term  '^deficiency"  as  used  in  this  article  includes  any 
tax  resulting  from  the  correction  of  a  mathematical  error  appearing 
upon  the  face  of  a  return.  (See  paragraph  numbered  (2)  of  article  41.) 
For  provisions  relating  to  interest  upon  the  deficiency  in  case  an 
extension  of  time  for  payment  is  granted,  see  articles  54  and  57. 
For  provisions  relating  to  interest  in  case  of  a  jeopardy  assessment, 
see  article  56. 

SEC.  523.  INTEREST  ON  JEOPARDY  ASSESSMENTS. 

In  the  case  of  the  amount  collected  under  section  514  (f)  there  shall 
be  collected  at  the  same  time  as  such  amount,  and  as  a  part  of  the  tax, 
interest  at  the  rate  of  6  per  centum  per  annum  upon  such  amount 
from  the  date  of  the  jeopardy  notice  and  demand  to  the  date  of  notice 
and  demand  under  section  514  (i),  or,  in  the  case  of  the  amount  col- 
lected in  excess  of  the  amount  of  the  jeopardy  assessment,  interest  as 
provided  in  section  522. 

Art.  56.  Interest  on  jeopardy  assessments.— In  case  a  stay  of  the 
collection  of  a  jeopardy  assessment  of  a  deficiency  tax  is  obtained  in 
accordance  with  the  provisions  of  section  514  (f)  (see  article  45), 
and  a  petition  for  a  redetermination  of  the  deficiency  is  filed  with 
the  Board  of  Tax  Appeals,  interest  accrues  on  such  unpaid  portion 
of  the  deficiency,  if  any,  determined  by  a  decision  of  the  Board  which 
becomes  final,  at  the  rate  of  6  per  cent  per  annum  from  the  date  of 
the  notice  and  demand  from  the  collector  following  the  jeopardy 
assessment  to  the  date  of  the  notice  and  demand  by  the  collector 
subsequent  to  the  final  action  taken  on  the  petition  filed  with  the 
Board.  If  the  amount  determined  by  the  Board  as  the  amount 
which  should  have  been  assessed  is  greater  than  the  amount  actually 
assessed,  the  difference  bears  interest  at  the  rate  of  6  per  cent  per 
annum  from  the  due  date  of  the  tax  until  the  assessment  of  such 
difference. 

SEC.  524.  ADDITIONS  TO  THE  TAX  IN  CASE  OF  NONPAY- 
MENT. 

(a)  Tax  shown  on  return — 

(1)  Payment  not  extended.— Where  the  amount  determmed 
by  the  donor  as  the  tax  imposed  by  this  title,  or  any  part  of  such 
amount,  is  not  paid  on  the  due  date  of  the  tax,  there  shall  be  col- 
lected as  a  part  of  the  tax,  interest  upon  such  unpaid  amount  at  the 
rate  of  1  per  centum  a  month  from  the  due  date  until  it  is  paid. 

(2)  Payment  extended. — Where  an  extension  of  time  for  pay- 
ment of  the  amount  so  determined  as  the  tax  by  the  donor  has 
been  granted,  and  the  amount  the  time  for  payment  of  which  has 
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been  extended,  and  the  interest  thereon  determined  under  section 
621  (a),  is  not  paid  in  full  prior  to  the  expiration  of  the  period  of 
the  extension,  then,  in  lieu  of  the  interest  provided  for  in  paragraph 
(1)  of  this  subsection,  interest  at  the  rate  of  1  per  centum  a  month 
shall  be  collected  on  such  unpaid  amount  from  the  date  of  the  ex- 
piration of  the  period  of  the  extension  until  it  is  paid, 
(b)  Deficiency — 

(1)  Payment  not  extended. — Where  a  deficiency,  or  any  inter- 
est assessed  in  connection  therewith  under  section  622,  or  any 
addition  to  the  tax  provided  for  in  section  3176  of  the  Revised 
Statutes,  is  not  paid  in  full  within  10  days  from  the  date  of  notice 
and  demand  from  the  collector,  there  shall  be  collected  as  part  of 
the  tax,  interest  upon  the  unpaid  amount  at  the  rate  of  1  per 
centum  a  month  from  the  date  of  such  notice  and  demand  until  it 
is  paid. 

(2)  Filing  of  jeopardy  bond. — If  a  bond  is  filed,  as  provided 
in  section  614,  the  provisions  of  paragraph  (1)  of  this  subsection 
shall  not  apply  to  the  amount  covered  by  the  bond. 

(3)  Payment  extended. — If  the  part  of  the  deficiency  the  time 
for  payment  of  which  is  extended  as  provided  in  section  513  (i)  is 
not  paid  in  accordance  with  the  terms  of  the  extension,  there  shall 
be  collected,  as  a  part  of  the  tax,  interest  on  such  unpaid  amount  at 
the  rate  of  1  per  centum  a  month  for  the  period  from  the  time 
fixed  by  the  terms  of  the  extension  for  its  payment  until  it  ib  paid, 
and  no  other  interest  shall  be  collected  on  such  unpaid  amount  for 
such  period. 

(4)  Jeopardy  assessment — Payment  stayed  by  bond. — If  the 
amount  included  in  the  notice  and  demand  from  the  collector  under 
section  614  (i)  is  not  paid  in  full  within  10  days  after  such  notice  and 
demand,  then  there  shall  be  collected,  as  part  of  the  tax,  interest 
upon  the  unpaid  amount  at  the  rate  of  1  per  centum  a  mouth  from 
the  date  of  such  notice  and  demand  until  it  is  paid. 

(6)  Interest  in  case  op  bankruptcy  and  receiverships. — If 
the  unpaid  portion  of  the  claim  allowed  in  a  bankruptcy  or  receiver- 
ship proceeding,  as  provided  in  section  616,  is  not  paid  in  full  within 
10  days  from  the  date  of  notice  and  demand  from  the  collector, 
then  there  shall  be  collected  as  a  part  of  such  amount  interest  upon 
the  unpaid  portion  thereof  at  the  rate  of  1  per  centum  a  month 
from  the  date  of  such  notice  and  demand  until  payment. 

SEC.  404,  REVENUE  ACT  OF  1935.  INTEREST  ON  DELINQUENT 
TAXES. 

Notwithstanding  any  provision  of  law  to  the  contrary,  interest  accru- 
ing during  any  period  of  time  after  the  date  of  the  enactment  of  this  Act 
upon  any  internal-revenue  tax  (including  amounts  assessed  or  collected 
as  a  part  thereof)  or  customs  duty,  not  paid  when  due,  shall  be  at  the 
rate  of  6  per  centum  per  annum. 

Art.  57.  Interest  on  delinquent  taxes. — If  any  portion  of  the  tax 
shown  on  the  donor's  return  is  not  paid  on  or  before  the  due  date  (the 
15th  day  of  March  following  the  close  of  the  calendar  year)  and  no 
extension  of  time  for  payment  thereof  has  been  granted,  such  unpaid 
portion  bears  interest  from  the  due  date  until  payment  is  received  by 
the  collector  at  the  rate  of  6  per  cent  per  annum  (except  that  during 
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any  part  of  such  period  of  time  prior  to  August  31,  1935,  interest 
accrues  at  the  rate  of  1  per  cent  a  month). 

If  any  portion  of  a  deficiency  assessed,  together  with  interest  and 
any  other  amount  assessed  and  collectible  as  a  part  thereof,  is  not 
paid  within  10  days  from  the  date  of  the  notice  and  demand  issued  by 
the  collector  (except  a  deficiency  with  respect  to  which  a  jeopardy 
assessment  is  made  and  collection  is  stayed  by  the  filing  of  bond), 
and  no  extension  of  time  for  payment  thereof  has  been  granted,  such 
unpaid  amount  bears  interest  from  the  date  of  the  notice  and  demand 
until  payment  is  received  by  the  collector  at  the  rate  of  6  per  cent 
per  annum  (except  that  during  any  part  of  such  period  of  time  prior  to 
August  31,  1935,  interest  accrues  at  the  rate  of  1  per  cent  a  month). 

If  an  extension  of  time  has  been  granted  for  paying  any  portion  of 
the  tax  shown  on  the  donor's  return  (see  article  31),  or  for  any  portion 
of  a  deficiency  (see  article  44)  and  the  amount  due  is  not  paid  in  full 
prior  to  the  expiration  of  the  extension,  the  total  unpaid  amount 
(tax  and  interest  for  the  period  of  the  extension)  bears  interest 
from  the  expiration  of  the  extension  until  payment  is  received  by 
the  collector  at  the  rate  of  6  per  cent  per  annum  (except  that  during 
any  part  of  such  period  of  tune  prior  to  August  31,  1935,  interest 
accrues  at  the  rate  of  1  per  cent  a  month). 

If  a  deficiency  as  determined  by  a  decision  of  the  Board  of  Tax 
Appeals  which  has  become  final  is  in  the  amount  of  a  jeopardy  assess- 
ment, collection  of  which  was  stayed  by  the  filing  of  a  bond  and  such 
amount  is  not  paid  in  full  within  10  days  after  the  notice  and  demand 
issued  subsequent  to  such  final  decision,  interest  accrues  on  the  un- 
paid amount  from  the  date  of  such  notice  and  demand  until  it  is 
paid  at  the  rate  of  6  per  cent  per  annum  (except  that  during  any 
part  of  such  period  of  time  prior  to  August  31,  1935,  interest  accrues 
at  the  rate  of  1  per  cent  a  month). 

If,  in  the  case  of  bankruptcy,  debtor's  rehef  proceeding,  or  a 
receivership  for  any  donor,  any  portion  of  the  claim  for  a  deficiency 
(including  interest  and  any  other  amount  assessed  and  collectible  as 
a  part  thereof)  presented  for  adjudication  in  accordance  with  law  is 
unpaid,  the  unpaid  portion  of  the  claim,  if  not  paid  in  full  within 
10  days  from  notice  and  demand  from  the  collector,  bears  interest 
from  the  date  of  such  notice  and  demand  until  paid  at  the  rate  of 
6  per  cent  per  annum  (except  that  during  any  part  of  such  period  of 
time  prior  to  August  31,  1935,  interest  accrues  at  the  rate  of  1  per 
cent  a  month). 

SEC.  525.  PENALTIES. 

(a)  Any  person  required  under  this  title  to  pay  any  tax,  or  required 
by  law  or  regulations  made  under  authority  thereof  to  make  a  return, 
keep  any  records,  or  supply  any  information,  for  the  purposes  of  the 
computation,  assessment,  or  collection  of  any  tax  imposed  by  this 
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title,  who  willfully  fails  to  pay  such  tax,  make  such  return,  keep  such 
records,  or  supply  such  information,  at  the  time  or  times  required  by 
law  or  regulations,  shall,  in  addition  to  other  penalties  provided  by  law, 
be  guilty  of  a  misdemeanor  and,  upon  conviction  thereof,  be  fined  not 
more  than  $10,000,  or  imprisoned  for  not  more  than  one  year,  or  both, 
together  with  the  costs  of  prosecution. 

(b)  Any  person  who  willfully  attempts  in  any  manner  to  evade  or 
defeat  any  tax  imposed  by  this  title  or  the  payment  thereof,  shall,  in 
addition  to  other  penalties  provided  by  law,  be  guilty  of  a  felony  and, 
on  conviction  thereof,  be  fined  not  more  than  $10,000,  or  imprisoned  for 
not  more  than  five  years,  or  both,  together  with  the  costs  of  prosecution. 

Art.  58.  Penalties. — Two  kinds  of  penalties  are  provided  for  de- 
linquency with  respect  to  duties  imposed  by  the  statute: 

(1)  A  specific  penalty  to  be  recovered  by  suit  unless  previously 
paid  or  adjusted  by  the  acceptance  of  an  offer  in  compromise;  and 

(2)  A  penalty  of  a  certain  percentage  of  the  tax,  to  be  added  to 
and  collected  in  the  same  manner  as  the  tax. 

In  any  case  where  more  than  one  penalty  is  provided,  the  Gov- 
ernment may  assert  any  one  or  more  thereof. 

Any  person  required  by  the  Gift  Tax  title  to  pay  any  tax,  or 
required  by  law  or  regulations  made  under  authority  thereof  to 
file  any  notice  or  make  a  return,  keep  any  records,  or  supply  any 
information,  for  the  purposes  of  the  computation,  assessment,  or 
collection  of  the  tax,  who  willfully  fails  to  pay  such  tax,  file  such 
notice  or  make  such  return,  keep  such  records,  or  supply  such  infor- 
mation as  required  by  the  law  and  the  regulations,  shall,  in  addition 
to  the  other  penalties,  be  guilty  of  a  misdemeanor  and,  upon  convic- 
tion thereof,  be  fined  not  more  than  $10,000,  or  imprisoned  for  not 
more  than  one  year,  or  both,  together  with  the  costs  of  prosecution. 

Any  person  who  willfully  attempts  in  any  manner  to  evade  or 
defeat  any  gift  tax  shall,  in  addition  to  other  penalties  provided  by 
law,  be  guilty  of  a  felony  and,  on  conviction  thereof,  shall  be  fined 
not  more  than  $10,000,  or  imprisoned  for  not  more  than  five  years, 
or  both,  together  with  the  costs  of  prosecution. 

Any  person  who  willfully  aids  or  assists  in  the  preparation  or 
presentation  of  a  false  or  fraudulent  notice  or  return,  or  procures, 
counsels,  or  advises  the  preparation  or  presentation  of  such  notice 
or  return,  whether  such  falsity  or  fraud  is  with  or  without  the 
knowledge  or  consent  of  the  person  required  to  make  the  notice  or 
return,  will  be  guilty  of  a  felony  and,  upon  conviction  thereof,  fined 
not  more  than  $10,000,  or  imprisoned  for  not  more  than  five  years, 
or  both,  together  with  the  costs  of  prosecution.  (See  section  1114  (c) 
of  the  Ke venue  Act  of  1926.) 

Any  person  who,  in  connection  with  any  compromise  entered  into 
or  offer  made  under  the  provisions  of  section  3229  of  the  Revised 
Statutes,  as  amended,  or  who,  in  connection  with  any  closing  agree- 
ment under  section  606  of  the  Revenue  Act  of  1928  (see  article  70) 
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or  the  offer  to  enter  into  any  such  agreement,  willfully  conceals  from 
any  officer  or  employee  of  the  United  States  any  property  belonging 
to  the  estate  of  the  donor  or  any  person  liable  in  respect  of  the  tax,  or 
receives,  destroys,  mutilates,  or  falsifies  any  book,  document,  or 
record,  or  makes  under  oath  any  false  statement  relating  to  the 
estate 'or  financial  condition  of  the  donor  or  other  person  liable  in 
respect  of  the  tax,  shall,  upon  conviction  thereof,  be  fined  not  more 
than  $10,000,  or  imprisoned  for  not  more  than  one  year,  or  both.  (See 
section  616  of  the  Revenue  Act  of  1928.) 

For  penalties  imposed  for  failure  to  make  and  file  a  return,  or 
for  fraud  with  intent  to  evade  tax,  which  consist  of  a  percentage  of 
the  tax  to  be  added  thereto  and  collected  in  the  same  manner  as  the 
tax,  see  sections  519  and  520  and  articles  52  and  53. 

SEC.  3229.  REVISED  STATUTES.     COMPROMISES. 

The  Commissioner  of  Internal  Revenue,  with  the  advice  and  consent 
of  the  Secretary  of  the  Treasury,  may  compromise  any  civil  or  criminal 
case  arising  under  the  internal  revenue  laws  instead  of  commencmg 
suit  thereon;  and,  with  the  advice  and  consent  of  the  said  Secretary 
and  the  recommendation  of  the  Attorney-General,  he  may  compromise 
any  such  case  after  a  suit  thereon  has  been  commenced.  Whenever  a 
compromise  is  made  in  any  case  there  shall  be  placed  on  file  m  the 
office  of  the  Commissioner  the  opinion  of  the  Solicitor  of  Internal 
Revenue,  or  of  the  officer  acting  as  such,  with  his  reasons  therefor, 
with  a  statement  of  the  amount  of  tax  assessed,  the  amount  of  addi- 
tional tax  or  penalty  imposed  by  law  in  consequence  of  the  neglect 
or  delinquency  of  the  person  against  whom  the  tax  is  assessed,  and  the 
amount  actually  paid  in  accordance  with  the  terms  of  the  compromise. 

Art.  59.  Compromises.— Offers  in  compromise  should  be  filed  with 
the  appropriate  collector  of  internal  revenue.  No  offer  in  compromise 
of  tax,  interest,  and  ad  valorem  penalty  collectible  as  part  of  the  tax 
wHl  be  accepted  unless  there  is  a  substantial  doubt  as  to  either  ha- 
bility  or  collectibility.  (The  functions  prescribed  for  the  ''Solicitor 
of  Internal  Revenue"  by  section  3229  of  the  Revised  Statutes  are  now 
exercised  by  the  "Assistant  General  Counsel  for  the  Bureau  of  In- 
ternal Revenue."  See  section  1201  (a)  of  the  Revenue  Act  of  1926 
and  section  512  of  the  Revenue  Act  of  1934.) 

SEC.  526.  TRANSFERRED  ASSETS. 

(a)  Method  of  collection.— The  amounts  of  the  following  liabilities 
shall  except  as  hereinafter  in  this  section  provided,  be  assessed,  col- 
lected and  paid  in  the  same  manner  and  subject  to. the  same  provi- 
sions knd  limitations  as  in  the  case  of  a  deficiency  in  the  tax  imposed 
by  this  title  (including  the  provisions  in  case  of  delinquency  m  pay- 
ment  after  notice  and  demand,  the  provisions  authorizing  distramt 
and  proceedings  in  court  for  collection,  and  the  provisions  prohibitmg 

claims  and  suits  for  refunds) : 

(1)  Transferees.— The  liability,  at  law  or  in  equity,  of  a  trans- 
feree of  property  of  a  donor,  in  respect  of  the  tax  (including  in- 
terest, additionl  amounts,  and  additions  to  the  tax  provided  by  law) 
imposed  by  this  title. 
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(2)  Fiduciaries. — The  liability  of  a  fiduciary  under  section  3467 
of  the  Revised  Statutes  [U.  S.  C,  title  31,  sec.  192]  in  respect  oi 
the  payment  of  any  such  tax  from  the  estate  of  the  donor. 

Any  such  liability  may  be  either  as  to  the  amount  of  tax  shown  on  the 

return  or  as  to  any  deficiency  in  tax. 

(b)  Period  of  limitation. — The  period  of  limitation  for  assessment 
of  any  such  liabihty  of  a  transferee  or  fiduciary  shall  be  as  follows: 

(1)  Within  one  year  after  the  expiration  of  the  period  of  limita- 
tion for  assessment  against  the  donor. 

(2)  If  a  court  proceeding  against  the  donor  for  the  collection  of 
the  tax  has  been  begun  within  the  period  provided  in  paragraph 
(1), — then  within  one  year  after  return  of  execution  in  such  pro- 
ceeding. 

(c)  Period  for  assessment  against  donor. — For  the  purposes  of  this 
section,  if  the  donor  is  deceased,  the  period  of  limitation  for  assessment 
against  the  donor  shall  be  the  period  that  would  be  in  efifect  had  the 
death  not  occurred. 

(d)  Suspension  of  running  of  statute  of  limitations. — The  running 
of  the  statute  of  limitations  upon  the  assessment  of  the  liability  of  a 
transferee  or  fiduciary  shaJl,  after  the  mailing  of  the  notice  under 
section  613  (a)  to  the  transferee  or  fiduciary,  be  suspended  for  the 
period  during  which  the  Commissioner  is  prohibited  from  making  the 
assessment  in  respect  of  the  liability  of  the  transferee  or  fiduciary 
(and  in  any  event,  if  a  proceeding  in  respect  of  the  liability  is  placed 
on  the  docket  of  the  Board,  until  the  decision  of  the  Board  becomes  final), 
and  for  60  days  thereafter. 

(e)  Prohibition  of  suits  to  restrain  enforcement  of  liability  of  trans- 
feree or  fiducial  y. — No  suit  shaU  be  maintained  in  any  court  for  the 
purpose  of  restraining  the  assessment  or  collection  of  (1)  the  amount  of 
the  liability,  at  law  or  in  equity,  of  a  transferee  of  property  of  a  donor  in 
respect  of  any  gift  tax,  or  (2)  the  amount  of  the  liability  of  a  fiduciary 
under  section  3467  of  the  Revised  Statutes  [U.  S.  C,  title  31,  sec.  192] 
in  respect  of  any  such  tax. 

(f)  Definition  of  "transferee". — As  used  in  this  section,  the  term 
"transferee"  includes  donee,  heir,  legatee,  devisee,  and  distributee. 

(g)  Address  for  notice  of  Uability. — In  the  absence  of  notice  to  the 
Commissioner  under  section  527  (b)  of  the  existence  of  a  fiduciary 
relationship,  notice  of  liability  enforceable  under  this  section  in  respect 
of  a  tax  imposed  by  this  title,  if  mailed  to  the  person  subject  to  the  lia- 
bility at  his  last  known  address,  shall  be  sufficient  for  the  purposes  of 
this  title  even  if  such  person  is  deceased,  or  is  under  a  legal  disability,  or 
in  the  case  of  a  corporation,  has  terminated  its  existence. 

Art.  60.  Claims  in  cases  of  transferred  assets. — The  amount  for 
which  a  transferee  of  the  property  of  a  donor  is  Hable,  at  law  or  in 
equity,  and  the  amount  of  the  personal  liability  of  a  fiduciary  under 
section  3467  of  the  Revised  Statutes,  as  amended  by  section  518  of 
the  Revenue  Act  of  1934,  in  respect  of  the  tax,  whether  such  tax  is 
shown  on  the  return  of  the  donor  or  determined  as  a  deficiency,  shall 
be  assessed  against  such  transferee  or  such  fiduciary,  as  the  case 
may  be,  and  collected  and  paid  in  the  same  manner  and  subject  to 
the  same  provisions  and  limitations  as  in  the  case  of  a  deficiency  in 
the  tax,  except  as  hereinafter  provided. 
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The  term  "transferee"  as  used  in  this  article  includes  among  others 
a  donee,  heir,  legatee,  devisee,  and  distributee. 

The  period  of  limitation  for  assessment  of  the  liability  of  a  trans- 
feree or  of  a  fiduciary,  is  as  follows: 

(1)  Within  one  year  after  the  expiration  of  the  period  of  limita- 
tion for  assessment  against  the  donor. 

(2)  If  a  court  proceeding  against  the  donor  for  the  collection  of 
the  tax  has  been  begun  within  the  period  of  Hmitation  for  the  bring- 
ing of  such  proceeding,  then  within  one  year  after  the  return  of  the 
execution  in  such  proceeding. 

For  the  purpose  of  determining  the  period  of  limitation  for  assess- 
ment against  a  transferee  or  a  fiduciary,  if  the  donor  is  deceased, 
the  period  of  limitation  for  assestsment  against  the  donor  shall  be 
the  period  that  would  be  in  effect  had  the  death  not  occurred. 

If  a  notice  of  the  liability  of  a  transferee  or  the  Uabihty  of  a  fidu- 
ciary has  been  mailed  to  such  transferee  or  to  such  fiduciary  under 
the  provisions  of  section  513  (a),  as  amended  by  section  501  of  the 
Revenue  Act  of  1934  (see  article  41),  then  the  running  of  the  statute 
of  hmitations  shall  be  suspended  for  the  period  during  which  the 
Commissioner  is  prohibited  from  making  the  assessment  in  respect 
of  the  liability  of  the  transferee  or  fiduciary  (and  in  any  event,  if  a 
proceeding  in  respect  of  the  liability  is  placed  on  the  docket  of  the 
Board,  until  the  decision  of  the  Board  becomes  final),  and  for  60 
days  thereafter. 

SEC.  527.  NOTICE  OF  FIDUCIARY  RELATIONSHIP. 

(a)  Fiduciary  of  donor. — Upon  notice  to  the  Commissioner  that  any 
person  is  acting  in  a  fiduciary  capacity  such  fiduciary  shall  assume  the 
powers,  rights,  duties,  and  privileges  of  the  donor  in  respect  of  a  tax 
imposed  by  this  title  (except  as  otherwise  specifically  provided  and  ex- 
cept that  the  tax  shall  be  collected  from  the  estate  of  the  donor),  until 
notice  is  given  that  the  fiduciary  capacity  has  terminated. 

(b)  Fiduciary  of  transferee. — Upon  notice  to  the  Commissioner  that 
any  person  is  acting  in  a  fiduciary  capacity  for  a  person  subject  to  the 
liability  specified  in  section  526,  the  fiduciary  shall  assume,  on  behalf 
of  such  person,  the  powers,  rights,  duties,  and  privileges  of  such  person 
under  such  section  (except  that  the  liability  shall  be  collected  from  the 
estate  of  such  person),  until  notice  is  given  that  the  fiduciary  capacity 
has  terminated. 

(c)  Manner  of  notice. — Notice  under  subsection  (a)  or  (b)  shall  be 
given  in  accordance  with  regulations  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary. 

Art.  61.  Notice  of  fiduciary  relationship. — As  soon  as  the  Com- 
missioner receives  notice  that  any  person  is  acting  in  a  fiduciary 
capacity,  such  fiduciary  must,  except  as  otherwise  specifically  pro- 
vided, assume  the  powers,  rights,  duties,  and  privileges  of  the  donor 
in  respect  of  the  tax.  If  the  person  is  acting  as  a  fiduciary  for  a 
transferee  or  other  person  subject  to  the  liability  specified  in  section 
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626  (see  article  60),  such  fiduciary  is  required  to  assume  the  powers, 
rights,  duties,  and  privileges  of  the  transferee  or  other  person  under 
that  section.  The  amount  of  the  tax  or  liabiUty  is,  however,  not 
collectible  from  the  estate  of  the  fiduciary  but  is  collectible  from  the 
estate  of  the  donor  or  from  the  estate  of  the  transferee  or  other  person 
subject  to  the  HabiHty  specified  in  section  526.  The  "notice  to  the 
Commissioner"  provided  for  in  section  527  shall  be  a  written  notice 
signed  by  the  fiduciary  and  filed  with  the  Commissioner.  The  notice 
must  state  the  name  and  address  of  the  person  for  whom  the  fiduciary 
is  acting  and  the  nature  of  the  Hability  of  such  person;  that  is,  whether 
it  is  a  Uabihty  for  the  tax,  and,  if  so,  the  year  or  years  involved,  or 
a  Hability  at  law  or  in  equity  of  a  transferee  of  property  of  the  donor, 
or  a  liabiUty  of  a  fiduciary  under  section  3467  of  the  Revised  Statutes, 
as  amended  by  section  518  of  the  Revenue  Act  of  1934,  in  respect 
of  the  payment  of  any  tax  from  the  estate  of  the  donor.  Satisfactory 
evidence  of  the  authority  of  the  fiduciary  to  act  for  such  person  in 
the  fiduciary  capacity  must  be  filed  with  and  made  a  part  of  the 
notice.  If  the  fiduciary  capacity  exists  by  order  of  court,  a  certified 
copy  of  the  order  may  be  regarded  as  such  satisfactory  evidence. 
When  the  fiduciary  capacity  has  terminated,  the  fiduciary,  in  order 
to  be  reheved  of  any  further  duty  or  liabiUty  as  such,  must  file  with 
the  Commissioner  written  notice  that  the  fiduciary  capacity  has  ter- 
minated as  to  him,  accompanied  by  satisfactory  evidence  of  the 
termination  of  the  fiduciary  capacity.  The  notice  of  termination 
should  state  the  name  and  address  of  the  person,  if  any,  who  has 
been  substituted  as  fiduciary. 

If  the  notice  of  the  fiduciary  capacity  described  in  the  preceding 
paragraph  is  not  filed  with  the  Commissioner  prior  to  the  sending 
of  notice  of  a  deficiency  by  registered  mail  to  the  last  known  ad- 
dress of  the  donor  (see  section  513  (a),  as  amended  by  section  501 
of  the  Revenue  Act  of  1934),  or  the  last  known  address  of  the  trans- 
feree or  other  person  subject  to  UabiUty  (see  section  526),  no  notice 
of  the  deficiency  wiU  be  sent  to  the  fiduciary.  In  such  a  case  the 
sending  of  the  notice  to  the  last  known  address  of  the  donor,  trans- 
feree, or  other  person,  as  the  case  may  be,  wiU  be  a  sufficient  com- 
pliance with  the  requirements  of  the  Act,  even  though  such  donor, 
transferee,  or  other  person  is  deceased,  or  is  under  a  legal  disabiUty, 
or,  in  the  case  of  a  corporation,  has  terminated  its  existence.  Under 
such  circumstances  if  no  petition  is  filed  with  the  Board  of  Tax 
Appeals  before  the  expiration  of  90  days  from  the  sending  of  the 
notice  to  the  donor,  transferee,  or  other  person,  the  tax,  or  UabiUty 
under  section  526,  will  be  assessed  immediately  upon  the  expiration 
of  such  90-day  period,  and  demand  for  payment  wiU  be  made  by  the 
coUector.  The  term  "fiduciary"  is  defined  by  section  1111  (a)  (6) 
to  mean  guardian,  trustee,  executor,  administrator,  receiver,  con- 
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servator,  or  any  person  acting  in  any  fiduciary  capacity  for  any 
person. 

SEC.  528.  REFUNDS  AND  CREDITS. 

(a)  Authorization. — Where  there  has  been  an  overpayment  of  any 
tax  imposed  by  this  title,  the  amount  of  such  overpayment  shall  be 
credited  against  any  gift  tax  then  due  from  the  taxpayer,  and  any 
balance  shall  be  refunded  immediately  to  the  taxpayer. 

(b)  Limitation  on  allowance — 

(1)  Period  of  limitation. — No  such  credit  or  refund  shall  be 
allowed  or  made  after  three  years  from  the  time  the  tax  was  paid, 
unless  before  the  expiration  of  such  period  a  claim  therefor  is  filed 
by  the  taxpayer. 

(2)  Limit  on  amount  of  credit  or  refund. — The  amount  of  the 
credit  or  refund  shall  not  exceed  the  portion  of  the  tax  paid  during 
the  three  years  immediately  preceding  the  filing  of  the  claim,  or  if 
no  claim  was  filed,  then  during  the  three  years  immediately  preceding 
the  allowance  of  the  credit  or  refund. 

(c)  Effect  of  petition  to  Board. — If  the  Commissioner  has  mailed  to 
the  taxpayer  a  notice  of  deficiency  under  section  513(a)  and  if  the  tax- 
payer files  a  petition  with  the  Board  of  Tax  Appeals  within  the  time  pre- 
scribed in  such  subsection,  no  credit  or  refund  in  respect  of  the  tax  for 
the  calendar  year  in  respect  of  which  the  Commissioner  has  determined 
the  deficiency  shall  be  allowed  or  made  and  no  suit  by  the  taxpayer  for 
the  recovery  of  any  part  of  such  tax  shall  be  instituted  in  any  court 

except — 

(1)  As  to  overpayments  determined  by  a  decision  of  the  Board 

which  has  become  final;  and 

(2)  As  to  any  amount  collected  in  excess  of  an  amount  com- 
puted in  accordance  with  the  decision  of  the  Board  which  has 
become  final;  and 

(3)  As  to  any  amount  collected  after  the  period  of  limitation  upon 
the  beginning  of  distraint  or  a  proceeding  in  court  for  collection  has 
expired;  but  in  any  such  claim  for  credit  or  refund  or  in  any  such 
duit  for  refund  the  decision  of  the  Board  which  has  become  final,  as 
to  whether  such  period  has  expired  before  the  notice  of  deficiency 
was  mailed,  shall  be  conclusive. 

(d)  Overpayment  found  by  Board. — If  the  Board  finds  that  there  is 
no  deficiency  and  further  finds  that  the  taxpayer  has  made  an  overpay- 
ment of  tax  in  respect  of  the  taxable  year  in  respect  of  which  the  Com- 
missioner determined  the  deficiency,  the  Board  shall  have  jurisdiction 
to  determine  the  amount  of  such  overpayment,  and  such  amount  shall, 
when  the  decision  of  the  Board  has  become  final,  be  credited  or  refunded 
to  the  taxpayer.  No  such  credit  or  refund  shall  be  made  of  any  portion 
of  the  tax  paid  more  than  three  years  before  the  filing  of  the  claim  or 
the  filing  of  the  petition,  whichever  is  earlier. 

SEC.  504,  REVENUE  ACT  OF  1934.    OVERPAYMENTS  FOUND 
BY  THE  BOARD  OF  TAX  APPEALS. 
iH  i^  *  *  *  *  * 

(b)  The  last  sentence  of  section  528(d)  of  the  Revenue  Act  of  1932  is 
amended  to  read  as  follows:  "  No  such  credit  or  refund  shall  be  made  of 
any  portion  of  the  tax  unless  the  Board  determines  as  part  of  its  decision 
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that  it  was  paid  within  three  years  before  the  filing  of  the  claim  or  the 
filing  of  the  petition,  whichever  is  earlier." 

♦  ♦**♦♦♦ 

(e)  The  amendments  made  by  subsections  (a),  (b),  (c),  and  (d)  of 
this  section  shall  have  no  effect  in  the  case  of  any  proceeding  before  the 
Board  on  a  petition  if  any  hearing  by  the  Board  thereon  has  been  held 
prior  to  30  days  after  the  date  of  the  enactment  of  this  Act. 

Art.  62.  Authority  for  abatement,  credit,  and  refund  of  tax.— 
Authority  for  the  credit  and  refund  of  any  overpayment  of  the  tax 
is  contained  in  section  528. 

Section  515  prohibits  the  filing  of  claims  for  abatement  by  donors 
with  respect  to  assessments  of  the  tax.  The  provisions  of  section  515 
do  not  impair  the  authority  of  the  collectors  to  file  claims  with  the 
Commissioner  for  relief  from  charges  against  them  for  uncollectible 
items,  in  accordance  with  section  3218  of  the  Revised  Statutes,  as 
amended,  which  provides: 

Sec.  3218.  Every  collector  shall  be  charged  with  the  whole  amount  of 
taxes,  whether  contained  in  lists  transmitted  to  him  by  the  Commis- 
sioner of  Internal  Revenue,  or  by  other  collectors,  or  delivered  to  him 
by  his  predecessor  in  office,  and  with  the  additions  thereto,  with  the 
par  value  of  all  stamps  deposited  with  him,  and  with  all  moneys  col- 
lected for  penalties,  forfeitures,  fees,  or  costs;  and  he  shall  be  credited 
with  all  payments  into  the  Treasury  made  as  provided  by  law,  with 
all  stamps  returned  by  him  uncanceled  to  the  Treasury,  and  with  the 
amount  of  taxes  contained  in  the  lists  transmitted  in  the  manner  here- 
tofore provided  to  other  collectors,  and  by  them  receipted  as  aforesaid; 
also  with  the  amount  of  the  taxes  of  such  persons  as  may  have  absconded, 
or  become  insolvent,  prior  to  the  day  when  the  tax  ought,  according  to 
the  provisions  of  law,  to  have  been  collected,  and  with  all  uncollected 
taxes  transferred  by  him  or  by  his  deputy  acting  as  collector  to  his 
successor  in  office:  Provided,  That  it  shall  be  proved  to  the  satisfaction 
of  the  Commissioner  of  Internal  Revenue,  who  shall  certify  the  facts  to 
the  (First)  Comptroller  of  the  Treasury,  that  due  diligence  was  used  by 
the  collector.  And  each  collector  shall  also  be  credited  with  the  amount 
of  all  property  purchased  by  him  for  the  use  of  the  United  States, 
provided  he  faithfully  account  for  .and  pay  over  the  proceeds  thereof 
upon  a  resale  of  the  same  as  required  by  law. 

Art.  63.  Abatement,  credit,  and  refund  adjustments.— Overassess- 
ments  and  overpayments  of  gift  taxes  will  be  adjusted  by  means  of 
certificates  of  overassessment.  Credits  or  refunds  of  overpayments 
on  the  basis  of  such  certificates  of  overassessment  will  be  allowed 
or  made  even  though  claim  for  credit  or  refund  has  not  been  filed. 
However,  credits  or  refunds  may  not  be  allowed  or  made  after  the 
expiration  of  the  statutory  period  of  Umitation  properly  applicable 
unless  prior  to  the  expiration  of  such  period  a  proper  claim  therefor 
has  been  filed  by  the  donor.  The  claim,  together  with  appropriate 
supporting  evidence,  must  be  filed  in  the  office  of  the  collector  for  the 
district  in  which  the  tax  was  paid.     (See  article  65.)    As  to  interest 
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in  case  of  credits  or  refunds,  see  sections  614  and  615  of  the  Revenue 
Act  of  1928. 

Art.  64.  Claims  by  collectors. — A  collector  may  present  blanket 
claims  on  Form  843  for  the  abatement  of  certain  items  which  were 
erroneously  assessed.  Many  of  these  items  fall  in  a  class  where  the 
error  in  assessment  is  apparent,  and  the  abatement  of  such  assess- 
ment by  the  use  of  blanket  claims  serves  to  reUeve  the  collector  of 
the  charge  against  him  for  such  amounts  and  to  relieve  him  in  an 
expeditious  manner  of  the  duty  of  collecting  from  the  donor  certain 
amounts  which  a  summary  examination  clearly  shows  are  not  due 
from  the  donor.  Some  of  the  items  included  in  this  class  of  cases  are 
duplicate  assessments,  amounts  assessed  as  unidentified  collections 
and  later  identified,  assessments  resulting  from  errors  in  computa- 
tion, and  amounts  assessed  as  excess  collections  wliich  are  subse- 
quently credited  against  taxes  later  found  to  be  due. 

In  the  event  an  erroneous  assessment  has  been  paid,  the  collector 
may  file  a  blanket  claim  on  Form  843  for  credit  of  such  amounts 
against  any  unpaid  assessments  standing  against  the  donor  upon  the 
assessment  lists  held  by  the  collector.  If  there  are  no  such  unpaid 
assessments  against  which  credit  may  be  taken,  the  collector  shall 
submit  refund  schedules  to  cover  such  amounts  in  accordance  with 
instructions  issued  by  the  Commissioner.  But  no  such  credit  or 
refund  shall  be  allowed  or  made  unless  allowed  or  made  within  the 
statutory  period  of  limitation  properly  applicable  thereto. 

The  collector  may  also  present  claims  for  credit  of  taxes  not 
erroneously  assessed  but  found  to  be  uncollectible.  (See  section 
3218  of  the  Revised  Statutes,  as  amended.)  In  such  cases  the  col- 
lector or  deputy  collector  who  made  the  demand  for  the  payment 
and  is  conversant  with  the  facts  may  prepare  the  claim  for  credit 
on  Form  53.  Even  though  the  collector  is  so  credited  with  the 
amount  allowed  as  uncollectible,  nevertheless  the  obligation  to  pay 
still  remains  upon  the  person  assessed.  It  is  the  duty  of  the  collector 
to  use  the  same  diligence  to  coUect  the  tax  after  he  has  received  credit 
for  an  amount  as  uncollectible  as  before  the  allowance  of  such  credit. 
Collectors  should,  therefore,  keep  a  record  of  all  taxes  thus  credited 
and  of  the  persons  from  whom  they  are  due  and  should  enforce  pay- 
ment whenever  it  is  in  their  power  to  do  so. 

Art.  65.  Claims  for  credit  or  refund  by  donors. — Claims  for  the 
crediting  or  refunding  of  taxes,  interest,  penalties,  and  additions  to 
tax  erroneously  or  illegally  collected  shall  be  made  on  Form  843  and 
should  be  filed  with  the  collector  of  internal  revenue.  A  separate 
claim  on  such  form  shall  be  made  for  each  taxable  year. 

Claims  must  set  forth  in  detail  and  under  oath  each  ground  upon 
which  a  refund  or  credit  is  claimed  and  facts  sufficient  to  apprise  the 
Commissioner  of  the  exact  basis  thereof.     No  refund  or  credit  will  be 
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allowed  or  made  after  three  years  from  the  date  of  the  payment  of 
the  tax  sought  to  be  refunded  or  credited,  except  upon  one  or  more 
of  the  grounds  set  forth  in  a  claim  or  an  amendment  thereof  filed 
prior  to  the  expiration  of  such  period.  A  claim  which  does  not  com- 
ply with  this  paragraph  will  not  be  considered  for  any  purpose  as  a 
claim  for  refund  or  credit. 

The  burden  of  proof  to  sustain  a  claim  for  refund  or  credit  rests 
upon  the  claimant  and  all  facts  relied  upon  in  support  of  the  claim 
must  be  clearly  set  forth  under  oath.  Every  affidavit,  argument, 
brief,  or  statement  of  facts,  prepared  or  filed  by  an  attorney  or  agent 
as  argument  or  evidence  in  the  matter  of  a  claim,  must  have  therein 
a  statement  signed  by  such  attorney  or  agent  showing  whether  or 
not  he  prepared  such  document  and  whether  or  not  the  attorney 
or  agent  knows  of  his  own  knowledge  that  the  facts  contained  therein 
are  true.  When  there  is  a  hearing,  should  the  donor  not  appear  in 
person,  his  representative  who  appears  must  present  a  properly 
executed  power  of  attorney  and  be  enrolled  to  practice  before  the 
Treasury  Department.     (See  article  28.) 

If  a  return  is  filed  by  a  donor  who  subsequently  dies  and  a  refund 
claim  is  thereafter  filed  by  a  legal  representative  of  the  deceased, 
certified  copies  of  the  letters  testamentary  or  letters  of  administration, 
or  other  similar  evidence  must  be  annexed  to  the  claim  to  show  the 
authority  of  the  executor,  administrator,  or  other  fiduciary  by  whom 
the  claim  is  filed.  If  an  executor,  administrator,  guardian,  trustee, 
receiver,  or  other  fiduciary  files  a  return  and  thereafter  a  refund 
claim  is  filed  by  the  same  fiduciary,  documentary  evidence  to  estab- 
lish the  legal  authority  of  the  fiduciary  need  not  accompany  the 
claim,  provided  a  statement  is  made  in  the  claim  showing  that  the 
return  was  filed  by  the  fiduciary  and  that  the  latter  is  still  acting. 
In  such  cases,  if  a  refund  or  interest  is  to  be  paid,  letters  testamen- 
tary, letters  of  administration,  or  other  evidence  may  be  required, 
but  should  be  submitted  only  upon  the  receipt  of  a  specific  request 
therefor.  If  a  claim  is  filed  by  a  fiduciary  other  than  the  one  by 
whom  the  return  was  filed,  the  necessary  documentary  evidence 
should  accompany  the  claim. 

Checlis  in  payment  of  claims  allowed  will  be  drawn  in  the  names 
of  the  persons  entitled  to  the  money  and  may  be  sent  to  such  persons 
in  care  of  an  attorney  or  agent  who  has  filed  a  power  of  attorney 
specifically  authorizing  him  to  receive  such  checks.  The  Commis- 
sioner may,  however,  send  any  such  check  direct  to  the  claimant.  In 
this  connection,  see  section  3477  of  the  Revised  Statutes,  which 
provides: 

Sec.  3477.  All  transfers  and  assignments  made  of  any  claim  upon  the 
United  States,  or  of  any  part  or  share  thereof,  or  interest  therein, 
whether  absolute  or  conditional,  and  whatever  may  be  the  consideration 
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therefor,  and  all  powers  of  attorney,  orders,  or  other  authorities  for 
receiving  payment  of  any  such  claim,  or  of  any  part  or  share  thereof, 
shall  be  absolutely  null  and  void,  unless  they  are  freely  made  and 
executed  in  the  presence  of  at  least  two  attesting  witnesses,  after  the 
allowance  of  such  a  claim,  the  ascertainment  of  the  amount  due,  and 
the  issuing  of  a  warrant  for  the  payment  thereof.  Such  transfers, 
assignments,  and  powers  of  attorney,  must  recite  the  warrant  for 
payment,  and  must  be  acknowledged  by  the  person  making  them,  be- 
fore an  officer  having  authority  to  take  acknowledgments  of  deeds, 
and  shall  be  certified  by  the  ofl5cer;  and  it  must  appear  by  the  certifi- 
cate that  the  oflicer,  at  the  time  of  the  acknowledgment,  read  and 
fully  explained  the  transfer,  assignment,  or  warrant  of  attorney  to 
the  person  acknowledging  the  same. 

The  Commissioner  has  no  authority  to  refund  on  equitable  grounds 
penalties  or  other  amounts  legally  collected.  As  to  claims  for  refund 
of  sums  recovered  by  suit,  see  articles  66  and  67. 

Art.  66.  Claims  for  refund  in  case  of  judgment  obtained  against 
collector. — (a)  Claims  for  the  amount  of  a  judgment  against  a  col- 
lector of  internal  revenue  for  the  recovery  of  taxes,  penalties,  or  other 
sums  should  be  made  on  Form  843  and  filed  with  the  Commissioner  of 
Internal  Revenue,  Washington,  D.  C.  The  claimant  should  state  the 
grounds  of  his  claim  under  oath,  giving  the  names  of  all  the  parties 
to  the  suit,  the  cause  of  action,  the  date  of  its  commencement,  the 
date  of  the  judgment,  the  court  in  which  it  was  recovered,  and  its 
amount.  To  this  affidavit  there  should  be  annexed  a  certified  copy 
of  the  final  judgment  in  duplicate,  a  certificate  of  probable  cause, 
and  an  itemized  bill  of  the  costs  paid,  receipted  by  the  clerk  or  other 
proper  officer  of  the  court.  In  this  connection  section  989  of  the 
Revised  Statutes  provides: 

Sec.  989.  When  a  recovery  is  had  in  any  suit  or  proceeding  against  a 
collector  or  other  officer  of  the  revenue  for  any  act  done  by  him,  or  for 
the  recovery  of  any  money  exacted  by  or  paid  to  him  and  by  him  paid 
into  the  Treasury  in  the  performance  of  his  official  duty,  and  the  court 
certifies  that  there  was  probable  cause  for  the  act  done  by  the  collector 
or  other  officer,  or  that  he  acted  under  the  directions  of  the  Secretary  of 
the  Treasury,  or  other  proper  officer  of  the  Government,  no  execution 
shall  issue  against  such  collector  or  other  officer,  but  the  amount  so 
recovered  shall,  upon  final  judgment,  be  provided  for  and  paid  out  of 
the  proper  appropriation  from  the  Treasury. 

(6)  If  the  judgment  debtor  shall  have  already  paid  the  amount 
recovered  against  him,  the  claim  should  be  made  in  his  name.  A 
certificate  of  the  clerk  of  the  court  in  which  the  judgment  was  recov- 
ered (or  other  satisfactory  evidence),  showing  that  the  judgment  has 
been  satisfied  and  specifying  the  exact  sum  paid  in  its  satisfaction, 
with  a  detail  of  all  items  of  costs  which  were  paid  by  the  judgment 
debtor  or  for  which  he  is  Uable,  should  accompany  the  claim.  (See 
further  article  65.) 
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Art.  67.  Claims  for  refund  in  case  of  judgment  obtained  against  the 
United  States. — Claims  for  the  payment  of  judgments  rendered  by 
United  States  district  courts  and  the  United  States  Court  of  Claims 
against  the  United  States  representing  taxes,  penalties,  or  other  sums, 
should  be  executed  on  Form  843  in  duphcate  and  filed  directly  with 
the  Commissioner  of  Internal  Revenue,  Washington,  D.  C.  The 
claimant  should  state  the  grounds  of  his  claim  under  oath,  giving 
the  names  of  all  parties  to  the  suit,  the  cause  of  action,  the  date  of  its 
commencement,  the  date  of  the  judgment,  the  court  in  which  it  was 
recovered,  and  its  amount.  To  this  affidavit  there  should  be  annexed 
two  certified  copies  of  the  final  judgment,  and  an  itemized  bill  of  the 
costs  paid,  receipted  by  the  clerk  or  other  proper  officer  of  the  court. 
In  the  case  of  a  judgment  rendered  by  the  Court  of  Claims,  there 
may  be  submitted  in  heu  of  a  certified  copy  of  the  final  judgment, 
a  certificate  of  judgment  issued  by  the  clerk  of  the  court  and  two 
copies  of  the  court's  opinion,  if  any  was  rendered. 

Art.  68.  Limitations  upon  the  crediting  and  refunding  of  taxes 
paid. — (a)  Except  as  provided  in  (6)  of  this  article,  (1)  the  Commis- 
sioner is  prohibited  from  making  credits  or  refunds  of  the  tax  after 
three  years  from  the  time  the  tax  was  paid  unless  before  the  expiration 
of  such  3 -year  period  a  claim  therefor  is  filed,  and  (2)  the  amount  of 
such  credit  or  refund  shall  not  exceed  the  portion  of  the  tax  paid 
during  the  3-year  period  immediately  preceding  the  date  of  the 
allowance  of  the  credit  or  refund,  or,  if  the  credit  or  refund  is  based 
upon  a  claim,  the  amount  of  the  credit  or  refund  shall  not  exceed  the 
portion  of  the  tax  paid  during  the  3-year  period  immediately  preceding 
the  date  of  fifing  such  claim. 

(6)  In  any  case  where  a  person  having  a  right  to  file  a  petition 
with  the  Board  of  Tax  Appeals  with  respect  to  a  deficiency  in  the 
tax  files  such  petition  within  the  prescribed  time,  no  credit  or  refund 
of  the  tax  for  the  year  to  which  the  deficiency  relates  shall  be  allowed 
or  made,  and  no  suit  for  the  recovery  of  any  part  of  such  tax  shall  be 
instituted  by  the  donor,  except  that — 

(1)  If  the  Board  finds  that  the  donor  has  overpaid  his  tax  for  the 
year  to  which  the  notice  of  deficiency  relates,  and  the  decision  of  the 
Board  as  to  the  amount  overpaid  has  become  final  (see  section  1005 
of  the  Revenue  Act  of  1926),  and  further  determines  as  part  of  its 
decision  that  any  portion  of  the  overpayment  was  made  within  three 
years  before  the  filing  of  the  refund  claim  or  the  filing  of  the  petition, 
whichever  is  earlier,  the  amount  of  such  portion  of  the  overpayment 
shall  be  credited  or  refunded.  The  portion  of  the  overpayment  made 
within  such  period  will  be  credited  or  refunded,  even  though  the  Board 
has  not  determined  as  part  of  its  decision  that  the  overpayment  was 
so  made,  where  a  hearing  upon  the  petition  was  held  by  the  Board 
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prior  to  the  expiration  of  30  days  after  the  date  of  the  enactment  of 
the  Revenue  Act  of  1934. 

(2)  In  the  case  of  a  jeopardy  assessment  made  under  section  514, 
if  the  amount  which  should  have  been  assessed  as  determined  by  a 
decision  of  the  Board  which  has  become  final  is  less  than  the  amount 
already  collected,  the  excess  payment  shall  be  credited  or  refimded 
subject  to  the  limitations  provided  in  (b)  (1)  of  this  article. 

(3)  If  the  amount  of  the  deficiency  determined  by  the  Board  (in 
a  case  where  collection  has  not  been  stayed  by  the  filing  of  a  bond) 
is  disallowed  in  whole  or  in  part  by  the  reviewing  court,  then  the 
overpayment  resulting  from  such  disallowance  shall  be  credited  or 
refunded  without  the  making  of  claim  therefor.  (See  section  1001 
(d)  of  the  Revenue  Act  of  1926,  as  amended  by  section  603  of  the 
Revenue  Act  of  1928.) 

(4)  Where  the  amount  collected  is  in  excess  of  the  amount  com- 
puted in  accordance  with  the  decision  of  the  Board  which  has  become 
final,  the  excess  payment  shall  be  credited  or  refunded  within  the 
period  of  limitation  provided  in  section  528  (b). 

(5)  Where  an  amount  is  collected  after  the  statutory  period  of 
limitation  upon  the  beginning  of  distraint  or  a  proceeding  in  court 
for  collection  has  expired  (see  article  69),  the  donor  may  file  a  claim 
for  refund  of  the  amount  so  collected  within  the  period  of  limitation 
provided  in  section  528  (b).  In  any  such  case,  the  decision  of  the 
Board  as  to  whether  the  statutory  period  upon  collection  of  the  tax 
expired  before  notice  of  the  deficiency  was  mailed  shall,  when  the 
decision  becomes  final,  be  conclusive. 

Art.  69.  Crediting  of  accounts  of  collectors  in  cases  of  assessments 
against  several  persons  covering  same  liability. — If  assessments  have 
been  made  against  several  persons  covering  the  same  tax  liability, 
and  payment  of  such  liabiHty  by  one  or  more  of  such  persons  has 
been  duly  certified  to  the  Commissioner,  the  Commissioner,  for  the 
purpose  of  temporarily  relieving  the  collector  from  liability  under 
section  3218  of  the  Revised  Statutes,  may  authorize  him  to  take 
credit  temporarily  with  respect  to  the  assessments  not  specifically 
paid.  Such  action,  however,  shall  not  constitute  an  abatement  and 
shall  not  discharge  the  liability  of  the  persons  concerned. 

SEC.  607,  REVENUE  ACT  OF  1928.  EFFECT  OF  EXPIRATION 
OF  PERIOD  OF  LIMITATION  AGAINST  UNITED  STATES. 

Any  tax  (or  any  interest,  penalty,  additional  amount,  or  addition  to 
such  tax)  assessed  or  paid  (whether  before  or  after  the  enactment  of 
this  Act)  after  the  expiration  of  the  period  of  limitation  properly 
applicable  thereto  shall  be  considered  an  overpayment  and  shall  be 
credited  or  refunded  to  the  taxpayer  if  claim  therefor  is  filed  within 
the  period  of  limitation  for  filing  such  claim. 
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SEC.  608,  REVENUE  ACT  OF  1928.  EFFECT  OF  EXPIRATION 
OF  PERIOD  OF  LIMITATION  AGAINST  TAXPAYER. 

A  refund  of  any  portion  of  an  internal-revenue  tax  (or  any  interest, 
penalty,  additional  amount,  or  addition  to  such  tax)  made  after  the 
enactment  of  this  Act,  shall  be  considered  erroneous — 

(a)  if  made  after  the  expiration  of  the  period  of  limitation  for  filing 
claim  therefor,  unless  within  such  period  claim  was  filed;  or 

(b)  in  the  case  of  a  claim  filed  within  the  proper  time  and  dis- 
allowed by  the  Commissioner  after  the  enactment  of  this  Act,  if  the 
refund  was  made  after  the  expiration  of  the  period  of  limitation  for 
filing  suit,  unless — 

(1)  within  such  period  suit  was  begun  by  the  taxpayer,  or 

(2)  within  such  period,  the  taxpayer  and  the  Commissioner 
agreed  in  writing  to  suspend  the  running  of  the  statute  of  limita- 
tions for  filing  suit  from  the  date  of  the  agreement  to  the  date  of 
final  decision  in  one  or  more  named  cases  then  pending  before  the 
United  States  Board  of  Tax  Appeals  or  the  courts. 

SEC.  609,  REVENUE  ACT  OF  1928.  ERRONEOUS  CREDITS. 

(a)  Credit  against  barred  deficiency.— Any  credit  against  a  liabUity  in 
respect  of  any  taxable  year  shall  be  void  if  any  payment  in  respect  of 
such  liability  would  be  considered  an  overpayment  under  section  607. 

(b)  Credit  of  barred  overpayment.— A  credit  of  an  overpayment  in 
respect  of  any  tax  shall  be  void  if  a  refund  of  such  overpayment  would 
be  considered  erroneous  under  section  608. 

(c)  Application  of  section.— The  provisions  of  this  section  shall  apply 
to  any  credit  made  before  or  after  the  enactment  of  this  Act. 

SEC.  610,  REVENUE  ACT  OF  1928.  RECOVERY  OF  AMOUNTS 
ERRONEOUSLY  REFUNDED. 
(a)  Any  portion  of  an  internal-revenue  tax  (or  any  interest,  penalty, 
additional  amount,  or  addition  to  such  tax)  refund  of  which  is  errone- 
ously made,  within  the  meaning  of  section  608,  after  the  enactment 
of  this  Act,  may  be  recovered  by  suit  brought  in  the  name  of  the  United 
States,  but  only  if  such  suit  is  begun  within  two  years  after  the  making 
of  such  refund. 

**♦♦♦♦♦ 

SEC.  502,  REVENUE  ACT  OF  1934.     RECOVERY  OF  AMOUNTS 
ERRONEOUSLY  REFUNDED. 

(a)  Section  610  of  the  Revenue  Act  of  1928  is  amended  by  adding  at 
the  end  thereof  a  new  subsection  to  read  as  follows: 

"  (c)  Despite  the  provisions  of  subsections  (a)  and  (b)  such  suit  may 
be  brought  at  any  time  within  five  years  from  the  making  of  the  refund 
if  it  appears  that  any  part  of  the  refund  was  induced  by  fraud  or  the 
misrepresentation  of  a  material  fact. " 

(b)  The  amendment  made  by  subsection  (a)  of  this  section  shall 
not  apply  to  any  suit  which  was  barred  on  the  date  of  the  enactment 
of  this  Act. 

Art.  70.  Erroneous  refunds  and  credits.— A  refund  is  erroneous  when 
made  after  the  expiration  of  the  period  of  limitation  for  filing  a  claim 
therefor,  unless  within  such  period  a  claim  was  filed.  In  the  case 
where  a  claim  was  filed  within  the  proper  time  and  such  claim  was 
disallowed  by  the  Commissioner  and  the  period  of  limitation  for  filmg 
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suit  by  the  donor  had  expired  prior  to  the  making  of  the  refund,  a 
refund  is  erroneous  unless  suit  was  begun  by  the  donor  within  the 
period  of  limitation  for  filing  suit,  or  unless  within  such  period  the 
donor  and  the  Commissioner  agreed  in  writing  to  suspend  the  run- 
ning of  the  statute  of  limitations  for  filing  suit  from  the  date  of  the 
agreement  to  the  date  of  the  final  decision  of  one  or  more  named 
cases  then  pending  before  the  Board  of  Tax  Appeals  or  the  courts. 
Any  erroneous  refund  may  be  recovered  by  suit  brought  in  the  name 
of  the  United  States  within  two  years  after  the  refund  was  made.  If 
it  appears  that  any  part  of  an  erroneous  refund  was  induced  by  fraud 
or  the  misrepresentation  of  a  material  fact,  the  entire  amount  of  such 
refund  may  be  recovered  by  suit  brought  in  the  name  of  the  United 
States  within  five  years  after  the  refund  was  made,  except  where  the 
amount  was  refunded  more  than  two  years  prior  to  the  date  of  the 
enactment  of  the  Revenue  Act  of  1934. 

Where  a  refund  of  an  overpayment  would  be  an  erroneous  refund 
under  the  preceding  paragraph  of  this  article,  a  credit  of  such  over- 
payment allowed  against  any  tax  is  void.  A  credit  is  also  void  if 
allowed  against  a  liability  the  assessment  and  collection  of  which  was 
barred  by  the  expiration  of  the  period  of  limitation  properly  appli- 
cable thereto. 

SEC.  606.  REVENUE  ACT  OF  1928.  CLOSING  AGREEMENTS. 

(a)  Authorization. — The  Commissioner  (or  any  oflScer  or  employee  of 
the  Bureau  of  Internal  Revenue,  including  the  field  service,  authorized 
in  writing  by  the  Commissioner)  is  authorized  to  enter  into  an  agreement 
in  writing  with  any  person  relating  to  the  liability  of  such  person  (or  of 
the  person  or  estate  for  whom  he  acts)  in  respect  of  any  internal-revenue 
tax  for  any  taxable  period  ending  prior  to  the  date  of  the  agreement. 

(b)  Finality  of  agreements. — If  such  agreement  is  approved  by  the  Sec- 
retary, or  the  Undersecretary,  within  such  time  as  may  be  stated  in  such 
agreement,  or  later  agreed  to,  such  agreement  shall  be  final  and  conclu- 
sive, and,  except  upon  a  showing  of  fraud  or  malfeasance,  or  misrepre- 
sentation of  a  material  fact — 

(1)  the  case  shall  not  be  reopened  as  to  the  matters  agreed  upon 
or  the  agreement  modified,  by  any  oflficer,  employee,  or  agent  of  the 
United  States,  and 

(2)  in  any  suit,  action,  or  proceeding,  such  agreement,  or  any 
determination,  assessment,  collection,  payment,  abatement,  refund, 
or  credit  made  in  accordance  therewith,  shall  not  be  annulled, 
modified,  set  aside,  or  disregarded. 
******* 

Art.  71.  Closing  agreements  relating  to  tax  liability  in  respect  of 
internal-revenue  taxes. — Closing  agreements  provided  for  in  section 
606  of  the  Revenue  Act  of  1928  may  relate  to  any  taxable  period 
ending  prior  to  the  date  of  the  agreement.  Such  an  agi-eement 
may  be  executed  even  though  under  such  agreement  the  donor  is 
not  liable  for  any  tax  for  the  period.     The  matter  agreed  upon  may 
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relate  to  the  total  tax  liability  of  the  donor  or  it  may  relate  to  one 
or  more  separate  items  affecting  the  tax  liability  of  the  donor.  For 
example,  an  agreement  may  be  entered  into  with  respect  to  the  total 
amount  of  gifts,  to  deductions,  or  to  the  value  of  property  on  the 
date  of  gift.  Accordingly,  there  may  be  a  series  of  agreements  relat- 
ing to  the  tax  liability  for  a  single  taxable  period.  Any  tax  or  defi- 
ciency in  tax  determined  pursuant  to  such  an  agreement  shall  be 
assessed  and  collected,  and  any  overpayment  determined  pursuant 
thereto  shall  be  credited  or  refunded,  in  accordance  with  the  appli- 
cable provisions  of  the  Act.  (See  also  section  616  of  the  Revenue 
Act  of  1928.) 

SEC.  3467,  REVISED  STATUTES  (AS  AMENDED  BY  SECTION 
518  OF  THE  REVENUE  ACT  OF  1934).  LIABILITY  OF 
FIDUCIARIES. 

Every  executor,  administrator,  or  assignee,  or  other  person,  who  pays, 
in  whole  or  in  part,  any  debt  due  by  the  person  or  estate  for  whom  or  for 
which  he  acts  before  he  satisfies  and  pays  the  debts  due  to  the  United 
States  from  such  person  or  estate,  shaU  become  answerable  in  his  own 
person  and  estate  to  the  extent  of  such  payments  for  the  debts  so  due 
to  the  United  States,  or  for  so  much  thereof  as  may  remain  due  and 
unpaid. 

Art.  72.  Personal  liability  of  fiduciaries.— Every  executor,  adminis- 
trator, or  assignee,  or  other  person,  who  pays,  in  whole  or  in  part,  any 
debts  due  by  a  donor  or  a  donor's  estate  for  whom  or  for  which  he  acts 
before  he  satisfies  and  pays  the  gift  tax  due  to  the  United  States  from 
such  donor,  is,  to  the  extent  of  such  payments,  personally  liable  for 
the  payment  of  such  tax. 

SEC.  1104,  REVENUE  ACT  OF  1926  (AS  AMENDED  BY  SECTION 
618,  REVENUE  ACT  OF  1928).    EXAMINATION  OF  RECORDS 
AND  TAKING  OF  TESTIMONY. 
The  Commissioner,  for  the  purpose  of  ascertaining  the  correctness  of 
any  return  or  for  the  purpose  of  making  a  return  where  none  has  been 
made,  is  hereby  authorized,  by  any  officer  or  employee  of  the  Bureau  of 
Internal  Revenue,  including  the  field  service,  designated  by  him  for  that 
purpose,  to  examine  any  books,  papers,  records,  or  memoranda  bearing 
upon  the  matters  required  to  be  included  in  the  return,  and  may  re- 
quire the  attendance  of  the  person  rendering  the  return  or  of  any 
oflScer  or  employee  of  such  person,  or  the  attendance  of  any  other  person 
having  knowledge  in  the  premises,  and  may  take  his  testimony  with 
reference  to  the  matter  required  by  law  to  be  included  in  such  return, 
with  power  to  administer  oaths  to  such  person  or  persons. 
SEC.  617,  REVENUE  ACT  OF  1928.  JURISDICTION  OF  COURTS. 

(a)  If  any  person  is  summoned  under  this  Act  to  appear,  to  testify, 
or  to  produce  books,  papers,  or  other  data,  the  district  court  of  the 
United  States  for  the  district  in  which  such  person  resides  shall  have 
jurisdiction  by  appropriate  process  to  compel  such  attendance,  testi- 
mony, or  production  of  books,  papers,  or  other  data. 

(b)  The  district  courts  of  the  United  States  at  the  instance  of  the 
United  States  are  hereby  invested  with  such  jurisdiction  to  make  and 


75 

issue,  both  in  actions  at  law  and  suits  in  equity,  writs  and  orders  of 
injunction,  and  of  ne  exeat  republica,  orders  appointing  receivers,  and 
such  other  orders  and  process,  and  to  render  such  judgments  and  de- 
crees, granting  in  proper  cases  both  legal  and  equitable  relief  together, 
as  may  be  necessary  or  appropriate  for  the  enforcement  of  the  pro- 
visions of  this  Act.  The  remedies  hereby  provided  are  in  addition  to 
and  not  exclusive  of  any  and  all  other  remedies  of  the  United  States  in 
such  courts  or  otherwise  to  enforce  such  provisions. 

SEC.  507,  REVENUE  ACT  OF  1934.  EXAMINATION  OF  BOOKS 
AND  WITNESSES. 
The  Commissioner,  for  the  purpose  of  determining  the  liability  at 
law  or  in  equity  of  a  transferee  of  the  property  of  any  person  with 
respect  to  any  Federal  taxes  imposed  upon  such  person,  is  hereby 
authorized,  by  any  officer  or  employee  of  the  Bureau  of  Internal  Rev- 
enue, including  the  field  service,  designated  by  him  for  that  purpose,  to 
examine  any  books,  papers,  records,  or  memoranda  bearing  upon  such 
liability,  and  may  require  the  attendance  of  the  transferor  or  transferee, 
or  of  any  officer  or  employee  of  such  person,  or  the  attendance  of  any 
other  person  having  knowledge  in  the  premises,  and  may  take  his  testi- 
mony with  reference  to  the  matter,  with  power  to  administer  oaths  to 
such  person  or  persons. 

Art.  73.  Securing  evidence — Taking  testimony. — In  order  to  as- 
certain the  correctness  of  a  return,  to  make  a  return  where  none  has 
been  made,  or  to  determine  the  liability  of  a  transferee  of  the  prop- 
erty, the  Commissioner  has  power  to  require  the  attendance  and  to 
take  the  testimony  of  the  person  rendering  the  return,  any  employee 
of  such  person,  a  transferee  of  the  property,  or  any  other  person 
having  knowledge  in  the  premises.  Such  persons  may  be  required  to 
produce  any  relevant  book,  paper,  or  other  record.  This  power  may 
be  exercised  by  any  revenue  agent  or  inspector  designated  for  the 
purpose.     For  penalties,  see  article  58. 

Art.  74.  Power  to  compel  compliance. — Where  any  person  is  sum- 
moned to  appear  and  testify,  or  to  produce  books,  papers,  or  other 
data,  the  district  court  of  the  United  States  for  the  district  in  which 
such  person  resides  has  power  to  compel  the  giving  of  testimony,  the 
production  of  books,  papers,  or  data,  and  to  issue  any  appropriate 
process,  writ,  or  order. 

SEC.  529.  LAWS  MADE  APPLICABLE. 

All  administrative,  special,  or  stamp  provisions  of  law,  including 
the  law  relating  to  the  assessment  of  taxes,  so  far  as  applicable,  are 
hereby  extended  to  and  made  a  part  of  this  title. 

Art.  75.  laws  made  applicable. — All  administrative,  special,  or 
stamp  provisions  of  law,  including  the  law  relating  to  the  assessment 
of  taxes,  so  far  as  applicable,  are  made  a  part  of  the  Gift  Tax  title 
of  the  Revenue  Act  of  1932. 
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SEC.  531.  DEFINITIONS. 

For  the  purposes  of  this  title — 

(a)  Calendar  year.— The  term  "calendar  year"  includes  only  the 
calendar  year  1932  and  succeeding  calendar  years,  and,  in  the  case 
of  the  calendar  year  1932,  includes  only  the  portion  of  such  year  after 
the  date  of  the  enactment  of  this  Act. 

(h)  Property  within  United  States.— Stock  in  a  domestic  corpora- 
tion owned  and  held  by  a  nonresident  shall  be  deemed  property  situated 
within  the  United  States. 

Art.  76.  Definitions.— (a)    Calendar  year.— The   term   "calendar 
year"  as  used  in  the  Gift  Tax  Act  of  1932  includes  the  portion  of 
the  calendar  year  1932  after  the  date  of  the  enactment  of  such  Act 
1.  e.,  June  6,  1932,  and  succeeding  calendar  years.     (See  article  6.) 

(b)  Property  within  the  United  States. —Section  531  provides  that 
stock  in  a  domestic  corporation  owned  and  held  by  a  nonresident 
shall  be  deemed  property  situated  in  the  United  States  for  the  pur- 
poses of  the  Gift  Tax  Act.  For  regulations  relating  to  situs  of 
property  generally,  see  article  18. 

SEC.  532.  SHORT  TITLE. 

This  title  may  be  cited  as  the  "Gift  Tax  Act  of  1932". 

Art.  77.  Short  title.— Section  532  provides  that  Title  III  of  the 
Revenue  Act  of  1932,  which  imposes  a  tax  upon  gifts  made  after 
the  date  of  the  enactment  of  such  Act,  may  be  cited  aa  the  "Gift 
Tax  Act  of  1932." 

SEC.  530.  RULES  AND  REGULATIONS. 

The  Commissioner,  with  the  approval  of  the  Secretary,  shall  pre- 
scribe and  publish  all  needful  rules  and  regulations  for  the  enforce- 
ment of  this  title. 

Art.  78.  Promulgation  of  regulations.— In  pursuance  of  the  statute, 
the  foregoing  regulations  are  hereby  made  and  promulgated. 

Guy  T.  Helvering 
Commissioner  of  Internal  Revenue, 
Approved  February  26,  1936. 
Wayne  C.  Taylor, 

Acting  Secretary  oj  the  Treasury. 
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